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PREFACE 

TO SECOND EDITION 


This book has met with a favourable response on the part of students 
and others and another edition has accordingly become necessary. 

The text has been brought up to date and various alterations made. 
Once again the author wishes to thank certain colleagues and friends 
for their valuable suggestions. 

F. E. M 

April , 1954 


PREFACE 

TO FIRST EDITION 

This book is primarily written to meet the requirements of the 
newcomer to the Fire Department and the student preparing for the 
examinations of the Chartered Insurance Institute. It is hoped, 
however, that the book will not be without interest to more experienced 
officials. 

The author has collated the methods of fire policy drafting and the 
clauses, conditions, and endorsement forms in general use. He submits 
practical suggestions for standardizing and improving policy wordings. 

The author would like to take this opportunity of expressing his 
thanks to his colleagues for their encouragement and assistance. 

F. E. M. 

June, 1948 
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CHAPTER I 


Introductory 

Fire policy drafting is a very important section of the fire department. 
The fire policy drafter prepares the legal contract, signed by a senior 
official of his company, which expresses m writing the intention of the 
two parties to the contract, the insured and the insurer One party to 
the contract is the proposer havmg a legal interest m property that he 
wishes to insure against loss or damage by certain penis. The other 
party to the contract is the insurer who for an agreed consideration, 
known as the premium, is prepared to give cover against the desired 
contmgencies There is a very real relationship between these parties 
and their common meeting ground is the fire insurance contract. 

THE POLICY 

It is important first to consider what a fire policy purports to be, 
and its functions The well-known textbook on Ftre Insurance , by 
Welford and Otter-Barry, provides a definition of “fire policy” as 
follows — 

the term “ policy ” is ordinarily used to denote the document con- 
taining the formal undertaking by the Insurer to indemnify the 
assured against loss by fire and the terms and conditions regulating 
such undertakings 

It should be emphasized that the fire policy is a contract of indemnity 
and that the amount stated in the document, known as the sum 
insured, is the maximum amount for which the company will be liable 
in the event of destruction or damage, and furthermore, that no 
amount is payable except in definite relation to loss sustained. 

HOW A POLICY IS ARRANGED 

The broad steps taken to arrange the contract and the underlying 
considerations should next be considered 

The proposer approaches the company and discloses his intentions 
— that he desires his property covered against loss by fire or other 
hazards. He informs the company of all material facts in connection 
with his proposal and they, in the light of their years of underwriting 
experience, specify the rate and conditions upon which they will 
undertake the particular insurance Assuming that both parties are 
agreeable to proceeding on the basis outlined and on the terms specified, 
a fire policy is then drawn up which gives effect to their intentions. It 
should be complete in all respects, clear and concise and satisfactory 
to both the insured and the insurer, and further it must never be lost 
sight of that it is a common law axiom that the words of a contract 
will be construed most strongly against the person who draws up the 

i 
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contract. Perhaps the standard required for policy drafting is best 
summarized in the words of Lord St. Leonards in the case of 
Anderson v. Fitzgerald (1853) — 

The policy should contain no ambiguity, that it should be framed 
that he who runs may read with such deliberate care that no form 
of expression by which the party assured can be caught on the one 
hand or by which the Company can be cheated on the other, can be 
found on the face of it, and nothing should be wanting m it, the 
absence of which may lead to such result 

THE BACKGROUND OF POLICY DRAFTING 

The requirements for successful policy drafting should next be 
considered. They are as follows . First, the policy drafter must have 
a good knowledge of English. The written work produced must avoid 
superfluity, be complete yet concise The drafter must be able to 
express clearly the mtentions of both insured and insurer. He must 
have a knowledge of his business and his knowledge must embrace the 
principles of fire insurance. He must know what constitutes common 
fire hazards as distinct from peculiar fire hazards, 1 e. so that he knows 
what is normal and not requiring specific mention or, alternatively, 
what features require particular reference in the policy draft. The 
drafter should be aware of the requirements of his office , for instance, 
if his office is a member of the tariff organization, i.e. a member of 
the Fire Offices' Committee, then he should be aware of the application 
of the F.O.C. Rules and Regulations and of the operation of F.O C 
Fire Tariffs. 

Finally, the drafter should have something more than a fragmentary 
knowledge of fire insurance law, and it wifi be found that this legal 
knowledge, a most fascinating part of policy drafting, will develop 
with his experience. 

MATERIAL FOR POLICY PREPARATION 

Proceeding with the examination of policy drafting, the sources 
from which the information is obtained to prepare a policy should be 
considered They are as follows — 

1. The Proposal Form. The form shown on page 3 is a typical 
set-out for, say, a saleshop insurance. 

It can be stated that fire insurance differs from accident business in- 
asmuch as the fire proposal form, whilst quite often providing the 
material for drafting the policy, is not referred to specifically m the 
policy wording Nevertheless, deliberate incorrect answers to proposal 
questions invalidate the contract. The completion of a proposal is 
not insisted upon in every case, and m many cases the insurers are 
content to receive instructions to insure specific property, relying 
upon the reports of their own officials to provide them with the policy 
material. 

2. Supplementmg the proposal form may be correspondence entered 
into between the mterested parties, which clears up certain points or 
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Insurance Company, Limited 
PROPOSAL FOR FIRE INSURANCE 
Proposer’s Name in Full 


Profession or Occupation 
Insurance to Commence from 

Property to be Insured 


Sum to be Insured 
£ 


Questions to be Answered by the Proposer, the Replies to which 
form Part of the Basis of the Insurance 

i. How long have you been m business 

(a) m these premises 

(b) elsewhere and where ? 

2 Have you any present or previous insur- 

ances on property now proposed for 
insurance? If so, state particulars 

3 Has any office declined to accept or 

renew any insurance for you * . 

4 Have you ever sustained loss by fire ? If 

so, state particulars .... 

5 Do you keep stock and sale books "> 

6 Is petroleum or other mineral oil sold ? 

If so, state quantity and where kept 

7 Is there any heating other than ordinary 

fireplaces ?..... 

8. Is the amount proposed equal to value 

m your opinion ? . 

9. Are the buildings otherwise occupied ? 

If so, state particulars. ... 

10. How are the adjoining premises con- 
structed and occupied ? . 

Proposer’s Signature , . 

Date 

Agent’s recommendation 

I recommend acceptance of this proposal 
Signed 
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gives a more precise idea of the cover required, the sums to be insured, 
etc. In practice it will be found that a great deal of spadework has to 
be done to establish from the correspondence in connection with a 
proposal the intentions of the parties. A capacity for summarizing 
and sorting the “gram from the chaff” m correspondence is essential 
It will be found that note-taking which summarizes the important 
points of correspondence will help to clarify and construct the 
policy 

3. Finally there is the information that the company obtains through 
their own officials from a survey. The preparation of a survey report 
is the work of a skilled fire official, generally one who has seen many 
years' service m the fire department and whose observations are based 
on the experience of his company and himself over a period of years 
A survey report may vary from a simple report on a shop premises 
to a full report on a factory where not only a knowledge of fire hazards 
is required, but also an essential consideration is to have a detailed 
insight into the particular trade’s features and processes, which must 
be considered vis-d-vts fire underwriting. Examples of survey reports 
will be given m subsequent chapters and at this stage it might be 
mentioned that the survey report which is prepared, and m the case 
of larger insurances is considered m conjunction with a plan drawn 
up by the surveyor, deals with features like construction, height of 
buildings, trade processes earned on m individual buildings, com- 
munications, heating, lighting, and appliances installed 

To these individual characteristics of a particular contract as 
outlined will be applied the skill and knowledge of the policy drafter 
together with the company’s own particular standards and other 
requirements such as tanffs and general rules. Students who are 
members of tariff offices will be well advised to study the various 
fire tariffs, noting the considerations which determine appropriate 
rates, and particular policy wordings (referred to as “specification 
wordings”). A study of the Tariff Offices’ General Rules will repay 
many times their perusal. The context of Chartered Insurance 
Institute papers on cognate subjects, too, will broaden the policy 
drafter’s knowledge. Non-tariff students will find that their offices 
have somewhat similar methods of expressing their practice and 
experience. 

Concluding these introductory remarks we should note that every 
policy should be drafted so that it is ready to stand the test now, and 
m the future, of any examination which may follow a fire. A policy 
must be water-tight m every respect, drafted to meet the meticulous 
scrutiny of legal minds, and it should always be remembered that a 
loosely constructed policy can be expensive to the policy drafter’s 
company. 

ESSENTIALS OF THE FIRE INSURANCE POLICY 

Having considered the sources from which the fire policy is built 
up, let us next consider what are the component parts of a fire policy. 
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Summarized, these are as follows — 

i. Full name of the office insuring the property, 

2 Insured's name, address, and trade. 

3. Property covered. 

4. Sum insured. 

5. Period of insurance. 

6. Premium. 

7. Penl(s) insured against. 

8. The conditions to which the insurance is subject. 

9 Attestation. 

Correct and concise method of policy expression is the hallmark 
of efficient drafting, but this can only be attained by having a complete 
understanding of the essentials of a fire insurance contract. This will 
be dealt with in subsequent chapters, but it will be found, however, 
that the fire policy falls into two parts, the printed portion and the 
written section pertaining to individual contracts. The former is 
largely common to all fire policies and the latter is, as indicated, 
appropriate to individual contracts and forms the policy drafter's 
work. In the event of any conflict between the printed matter common 
to all fire policies and the written work, the latter has been held to 
over-ride the former and the ruling m the case of Robertson v. French 
(1803) is important in this connection — 

That where the written part of the policy is inconsistent with the 
printed conditions the former must prevail, inasmuch as the written 
words are the immediate language and terms selected by the parties 
themselves for the expression of their meaning, and the printed words 
are a general formula adapted equally to their case and that of all 
other contracting parties upon similar occasions and subjects. 

The printed portion of fire policies (which is common to most 
contracts) has been fixed after serious consideration, and, furthermore, 
in many respects has had the benefit of judicial interpretation, but 
it will be seen that the written portion has not this advantage and 
this factor must never be lost sight of m policy drafting. 
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The Standard Fire Policy 

In the preceding chapter reference was made to the material and 
sources of information from which the pohcy is prepared How is 
the written part of the policy formed ? What lines should be followed 
m the interests of clarity and completeness? What is the essential 
information required m the policy — what is unessential and what is 
redundant? These are major questions, the complete answer to 
which is successful policy drafting. To consider the matter in its 
right perspective, however, it is necessary to have a sound knowledge 
of the printed conditions of the pohcy to which reference was made 
in the preceding chapter. This chapter and the ensuing one deal 
with this feature 

Fire insurance has been carried on for many years and the printed 
conditions are a logical sequence of the companies' practice and 
trading experience Originally each office used its own form of policy 
wording, but m 1922 the tariff offices agreed upon a standard form 
of wording for all classes of premises excluding private dwellings 
The wording adopted is known as the “Standard Policy and 
Conditions," and most important insurances are issued on this form 
of contract In the Appendix will be found a copy of the Standard 
Policy, and the policy form should be noted carefully The use of the 
Standard Policy is obligatory upon tariff companies (except as stated 
above) and it will be found that non-tariff companies are quite prepared 
to subscribe to such wordmgs or, alternatively, provide a similar 
contract. The pohcy forms applicable to private dwelling houses 
vary from the Standard Policy in certain respects, but this feature 
will be dealt with later. 

An examination of the Standard Policy reveals that it is divided 
into three sections firstly, the preamble ; secondly, the schedule , and 
thirdly, the conditions. The comments on each section are as follows — 

THE PREAMBLE 

The preamble of the Standard Policy may be divided into three 
parts — 

1. General. 

2. Perils covered. 

3. Perils excluded. 

General 

In consideration of the Insured named in the Schedule hereto 
paying to the Company Limited (hereinafter called 

the Company) the first premium mentioned m the said Schedule. 
The Company agrees (subject to the Conditions contained herein or 
endorsed or otherwise expressed hereon which Conditions shall so 
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far as the nature of them respectively will permit be deemed to be 
Conditions precedent to the right of the Insured to recover hereunder) 
that if after payment of the premium the Property insured described 
in the said Schedule or any part of such property, be destroyed or 
damaged by 

This makes it evident, firstly, that liability under the policy only 
attaches if the insured has paid the appropriate premium; and, 
secondly, that to obtain benefit under the policy the insured must 
have complied with the printed policy conditions and any other 
conditions that might have been added or subsequently endorsed on 
the policy. 

The next point calling for comment arises m the words — 

at any time before 4 o'clock m the afternoon of the last day of the 
period of insurance named m the said Schedule or of any subsequent 
period in respect of which the Insured shall have paid and the Com- 
pany shall have accepted the premium required for the renewal of 
this Policy 

Here it will be noted that a specific hour is given for policy expiry. 
It is interestmg, too, to note the provision for renewal, m particular 
that the company has the right to refuse renewal if it so desires 
by the application of the words “the Company shall have accepted 

A guide as to the basis of loss payment under the policy is provided 
by the part of the preamble reading — 

If the property insured be destroyed or 

damaged by the Company will pay to the Insured the 

value of the property at the time of the happenmg of its destruction 
or the amount of such damage or at its option reinstate or replace 
such property or any part thereof 

The latter part of this provision is particularly interesting inasmuch 
as provision is made whereby the company can, if it so desires, 
reinstate the property mstead of making a monetary payment, but 
this right is rarely exercised 

The following provision, however, specifies the maximum amount 
of loss payment that will be made under the policy within any one 
period of insurance — 

Provided that the liability of the Company shall in no case exceed 
m respect of each item the sum expressed in the said Schedule to be 
insured thereon or in the whole the total sum insured hereby, or such 
other sum or sums as may be substituted therefor by memorandum 
hereon or attached hereto signed by or on behalf of the Company. 

The limitations on the amounts payable under either the individual 
items or the whole of the policy will be noticed. It will be observed, 
too, that provision is made in the latter part of the wording for the 
substitution of revised sums insured by endorsement of the policy. 
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Perils Covered. The Standard Policy covers loss or damage resulting 
from the following perils — 

1. Fire (whether resulting from explosion or otherwise) — provided 
this is not caused by any of the excluded perils considered m the 
next paragraph 

2. Lightning 

3 Explosion (not caused by any of the excluded perils) of (a) boilers 
used for domestic purposes only, and (6) m a building not being part 
of a gas works, of gas used for domestic purposes or for lighting or 
heating the building 

In regard to No. i it should be realized that certain ancillary damage, 
e.g smoke damage caused by fire, damage caused by water used m 
fire extinguishment, would be regarded as “fire” damage provided 
that the fire was, so far as the insured is concerned, fortuitous m 
its origin and provided that actual ignition damage has been sustained , 
but m connection with contingencies Nos 2, 3 (a) and [b) the policy 
operates whether fire damage has been sustained or otherwise 

Perils Excluded. It is equally important from the policy drafting 
aspect to know what the fire policy does not cover and the following 
exclusion wording m the preamble should be carefully noted — 

. . . not occasioned by or happening through — 

(a) Its own spontaneous fermentation or heating or its undergoing 

any process involving the application of heat 

(b) Earthquake, Subterranean Fire, Riot, Civil Commotion, War, 

Invasion, Act of Foreign Enemy, Hostilities (whether War 
be declared or not). Civil War, Rebellion, Revolution, Insur- 
rection or Military or Usurped Power 

The broad meanmg of these exclusions will be apparent. 

THE SCHEDULE 

This section of the Standard Policy is the part of the policy with 
which the pohcy drafter is most concerned m that it provides the 
space for the insertion of the written pohcy wordmg peculiar tb the 
individual insurance. The reader is recommended to study the lay-out 
of the schedule, noting the sequence to be followed, viz. — 

1. The policy number. 

2. The insured. 

3. Agency. 

4. Period of insurance 

5. Annual premium. 

6. First premium 

7. Description of property insured. 

8 . Sum insured. 

In policy draftmg it is advisable to adopt a standard lay-out and 
sequence. This will not only avoid to a large extent the possibility of 
errors through omissions, but will facilitate the actual typing of the 
policy. Accordingly, the preceding sequence should be carefully noted , 
it forms a basis for all pohcy drafts. 
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THE CONDITIONS 

The Standard Policy contains eleven conditions and a memorandum. 
Many of these state what the legal position is irrespective of whether 
the condition is inserted m the policy or not, and, whilst it is not 
within the scope of this work to consider to any great extent the 
exact interpretation of the conditions and the memorandum, never- 
theless a knowledge of the major considerations of the conditions is 
necessary to ensure satisfactory policy drafting. The broad principles 
of the conditions should next be considered The comments follow 
in numerical sequence the conditions shown on the Standard Policy 
provided m the Appendix. 

Condition i — Misdescription. The object of this condition is to 
ensure compliance with one of the mam principles of insurance, i.e. 
good faith on the part of the msured. Non-compliance with the terms 
of this condition makes the policy voidable at the insurer’s option. 

Condition 2 — Alteration. The significance of this condition is 
important It will be observed that the policy shall be avoided with 
respect to any item m the event of — 

1 Removal of the 

2. Increase m risk of destruction or damage to property 

3. Cessation of the insured’s interest m insured 

unless the company has been advised of such alteration and agreed 
m writing, e g by endorsement, to the changed circumstances This 
condition is very fair in its intent. The duty of advising changes must 
fall on the insured as it is he and not the insurer who possesses 
knowledge of their happenings and can therefore provide information 
as to risk variations. As regards No. 3 — Cessation of insured’s interest 
— it will be recognized that the policy is a personal contract between 
the parties named therein, and any change in interest involves 
reconsideration by the insurer regarding continuance of the insurance 
in the new interest. 

Condition 3 — Exclusions. The exclusions condition is, it will be 
noted, divided into three parts, and explosion is the first contingency 
calling for consideration. To obtain a full understanding of the 
operation of this condition reference should also be made to the 
policy preamble where it will be noted that — 

Fire (whether resulting from explosion or otherwise) 

is covered. The position, then, so far as explosion damage (other than 
the limited explosion cover referred to in the preamble) is concerned, 
resolves itself broadly as follows— 

1 Concussion damage whether preceding or following a fire is not 
covered 

2. Fire damage preceding or subsequent to the explosion is covered. 
The second portion of this condition deals with the exclusion of 
certain property and it is important to note m conjunction with this 
that the exclusion by the policy condition of the goods in question 
does not necessarily mean that these articles, etc., cannot be covered. 

2 — (B 392) 
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They can be and, m fact, very often are covered under a fire policy, 
but it is incumbent that the goods m question, where it is desired 
that they should be covered, should be specifically mentioned in the 
policy. This emphasizes the remarks in the preceding chapter that m 
the event of any ambiguity or contradiction, the typed wording of 
the policy over-ndes the printed wording 
The final portion of this condition relates to the question of liability 
when the subject-matter of the policy is also covered under a marine 
policy and the operation of the policy m such circumstances will be 
self-evident. 
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The Standard Fire Policy (< continued ) 

Condition 4 — Claims. The object of this condition is self-evident. 
Prompt notification of claims is essential so that the insurers can, if 
they so desire, take immediate steps to appoint an assessor who, by 
prompt action, may not only avoid further loss by deterioration, but 
proceed to investigate the claim and the cause of loss before passage 
of time eliminates evidence. In practice it is often found that an 
extension of the thirty days provided is necessary and is, of course, 
in such circumstances readily granted by the company. The provision 
regarding statutory declaration is rarely msisted upon. 

Condition 5 — Fraud. The three provisos detailed in this condition 
merely emphasize what the position is under Common Law and from 
this angle this condition could for practical purposes be omitted. It 
is retained, however, for its informatory value to the insured. Sum- 
marized the clause provides that benefit is forfeited if — 

1. The claim is fraudulent in any respect. 

2. Fraudulent means are resorted to for obtaining the policy moneys. 

3. Destruction or damage is wilfully done by the insured or anyone 
acting in collusion with the insured. 

Condition 6 — Reinstatement. To obtain a correct perspective of 
the operation of this condition reference should be made to the policy 
preamble where it is provided that the company has the option of 
compensating the insured either by monetary payment or by reinstate- 
ment. The requirement in such event is that the insured should 
produce any data required by the company to enable the latter to 
effect reinstatement. In practice the former basis of settlement is 
almost invariably followed, as unforeseen and undesirable complications 
might arise out of reinstatement by the company. The phrase in this 
condition "or become bound to reinstate ” arises by reason of the 
Fires Prevention (Metropolis) Act, 1774, under which insurers are 
required to expend amounts payable under a policy, m so far as houses 
and buildings are concerned, on remstatement when requested by any 
person other than the insured who may be interested in the property or 
where there may be a suspicion that the claim is fraudulent. 

Condition 7 — Company’s Rights After a Fire. It will be appreciated 
that following a fire the company wishes to minimize the extent of the 
loss and it will be evident that the purpose of this condition is to 
emphasize this aspect. The rights which accrue to the company 
following a fire are accordmgly set out in detail and in this connection 
two important features should be noted — 

I. Any obstruction by the insured or anyone acting on his behalf 
to the company when exercising its rights under this condition can 
result in forfeiture of policy benefit 
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2. Abandonment of the damaged property to the company by the 
insured is not permissible. 

It might be added that unreasonable delay m allowing the insured 
to re-enter the premises or damage caused by the company to property 
when it is m possession might lead to the company being liable 
for damages. 

Condition 8 — Contribution and Average. The first part of the 
condition lays down the procedure for loss settlement where othei 
policies subsist covering the same interest, peril, and subject-matter 
In the absence of such a requirement it might be that the insured 
could, m the event of more than one policy covering the property, 
claim against one of the companies provided the sum insured under 
the particular policy were sufficient. The condition, however, regu- 
larizes the matter in this respect. 

The second part of the condition imports average into the policy 
if any other subsisting insurance is subject to average. [Note. Average 
is discussed m Chapter VII.) 

This part of the condition has never been the subject of judicial 
interpretation, probably through the generous attitude of companies 
in loss settlements particularly where an insured has adequate cover, 
although possibly not arranged to the best advantage. 

The latter part of the condition involves aspects with which the 
policy drafter need not concern himself, e g if there is m force an 
excess policy covering the same property and interest. 

[An excess policy is one under which the insurer is liable only for 
losses which exceed a specified limit and then only for any amount 
m excess of such limit These policies, rarely met in general fire 
insurance practice, are normally issued at a lower premium than an 
ordinary indemnity policy.] 

Condition 9 — Subrogation. Under the provisions of this condition 
the insured transfers to the company rights which may accrue against 
third parties. Such rights arise m the following instances — 

1 By statutory provision, e.g. Railway Fires Act, 1923, which 
renders railway authorities liable to make good damage caused by, 
say, locomotive sparks up to £ 200 , provided the property damaged 
is not buildings, stacks, or moorland. 

2 Where a third party is liable to make good damage by fire, e g 
a tenant contracting to be hable for a landlord's property 

3. Where damage is caused by the negligence or nuisance of a third 
party. 

Subrogation does not arise where payment is made by a company 
on an ex gratia basis, i.e where no liability to pay exists 

Condition 10 — Warranties. Before considering the broad application 
of this condition, it should be noted that a warranty is a clause inserted 
in the pohcy which provides that certam features will either be 
maintained or will not exist. 

Condition 1 1 — Arbitration. The operation of this clause is self-evident 
and comment is unnecessary except to point out that the acceptance 
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of the company's policy by the insured implies that any dispute under 
the policy must be dealt with in accordance with the arbitration 
procedure detailed, the only exception being when either party 
contends that the policy does not apply. 

MEMORANDUM 

Finally, the memorandum appealing at the end of the conditions 
should be noted This is a definite concession inasmuch as it gives a 
purchaser of property protection under the vendor's policy (so long 
of course as this is in force) m the event of damage to the property 
insured occurring during conveyancing 

VARIATIONS ON THE STANDARD FIRE POLICY WORDING 

For dwelling house insurances it is the general practice to adopt a 
policy form giving a wider form of fire cover for buildings and/or 
contents of private dwelling houses. Possibly a complete knowledge 
of the variations between such policies and the standard policy may 
not be essential for examination purposes, but the following reference 
to the major points of difference will be of interest and benefit m 
connection with practical policy drafting. 

1, The following further contmgencies are included in the private 
dwelling house cover — 

(a) Spontaneous fermentation. 

(b) Fire caused by riot and civil commotion — except in Ireland 

(c) Explosion cover is granted m full on the same basis as fire 
damage, i e. not limited to explosion of domestic boilers, etc. 

(d) Subterranean fire, earthquake (but not including shock risk as 
regards building and rent). 

2. The contents policy has the following additional extensions — 

(a) Property of msured’s family and servants permanently residing 

with the msured is mcluded within the scope of the policy but this 
extension does not m itself give any rights under the policy to any 
person other than the msured. 

(&) Property (not in an exhibition, or furniture depository, or 
removed for sale) is covered, subject to the limitations of the policy, 
anywhere in Great Britain and Ireland up to 15 per cent of the sum 
insured. 
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Insurable Interest 

The standard forms of policy into which the contract is to be moulded 
have been studied and we must next consider insurable interest, how it 
arises, i e who can insure and what can be insured, and the correct 
method of expressing the insured’s name, address, and trade in the policy 

In order to recover under a policy the insured must have at the time 
of the fire an insurable interest in the property. Even then he can 
recover only to the extent to which his mterest has suffered. Generally 
speaking, an insurable interest requires that — 

1. There must be a physical object capable of destruction or damage 
by fire. 

2. The object must form the subject-matter of the insurance. 

3. The insured must stand m some relationship thereto, recognized 
bylaw, whereby he benefits by its safety and is prejudiced by its loss. 
Mere expectancy of acquiring property or a sentimental mterest in 
the property does not constitute an insurable interest. 

EXAMPLES OF INSURABLE INTEREST 

The persons who can insure may be divided broadly into two classes, 
viz — 

1. Persons who may insure voluntarily 

2. Persons who must insure, e g those under statutory obligation 
to msure. 

Persons who may insure mclude, for example — 

1. Absolute owners. 

2. Mortgagors, mortgagees. 

3 Bailors, bailees. 

4. Trustees (who by law are regarded as the legal owners of the 
property under their trust and can insure m their own name). 

5. Lessors, lessees. 

An example of persons who must insure is found in the provisions 
of the Ecclesiastical Dilapidations Act, 1871, which provides that 
mcumbents must insure certain property belonging to the benefice. 
Life tenants also have a statutory obligation to insure by the provisions 
of certain Acts. 

Generally, it is not necessary to qualify the designation of the 
insured in the policy by stating the exact nature of the insured's 
insurable interest in the property insured, although the inclusion of 
goods held in trust or on commission (which by Condition 3 of the 
Standard Policy are excluded) requires specific mention, e.g. by a 
clause in the policy on the following lines — 

The insurance under Item of this policy covers property 

as described belonging to the Insured or held by them in trust or on 
commission for which they are responsible. 
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GENERAL CONSIDERATIONS REGARDING INTEREST 

The greatest care must be exercised to express correctly the 
designation of an insured. Two important considerations give emphasis 
to this aspect. First, wrong or even incomplete description of the 
insured’s name might give offence to the insured. Secondly, the fact 
that policies are legal contracts must always be remembered, and 
drafted accordingly. The name of the insured should always be stated 
in full, e g. it would be incomplete to say "J A Smith.” The correct 
description would be "John Adam Smith.” Proposal forms, letter 
paper of an insured, trade or street directories provide the necessary 
guidance. Similarly, addresses should be complete and the postal 
district should be quoted where known. Finally, the description of 
the trade or profession of an insured should be comprehensively 
stated m a policy applying to premises occupied by him or in which 
goods belonging to him are deposited. An exception to the latter 
consideration arises in the case of private dwelling house insurances 
where it is unnecessary and in fact undesirable to state an insured’s 
trade or profession as such an inclusion might lead the insured to 
assume quite wrongly that he could, without notification to the 
company, commence to use his private dwelling house for business 
purposes. Where more than one person is interested in the policy, 
the name of the person paying the premium, if known, should appear 
first, as it will indicate to the company the person to whom premium 
notices and receipts should be sent. 

EXAMPLES SHOWING HOW INSURABLE INTEREST SHOULD 
BE SPECIFIED 

Owner 

John Jones of No 27 Liverton Road, Liverpool, 12 Greengrocer. 

Mortgagor and Mortgagee 

Sidney Arthur Marshall of No. 61 Hilltop Road, Pemberton, 
Lancashire, Tobacconist, as Mortgagor, and the General 
Permanent Building Society of Pemberton, Lancashire, as 
Mortgagees. 

Note. It is not necessary for the trade of mortgagees to be specified. 

In Scotland this form of insurable interest is specified as follows — 

The Lomond Investment and Building Society of Fifetown, Moray- 
shire, as heritable creditors pnmo loco , and James McDower of 
No 18 Village Street, Fifetown, as proprietor m reversion 

The different methods of showing executor’s mterest are — 

Executor 

(a) John Brown of No 27 Cansboume Place, Luxton, Pembrokeshire, 

and Arthur Smith of No. 21 Park Avenue, Luxton, Pembroke- 
shire, as Executors of the late Peter Brown of No. 27 Thornhill 
Road, Luxton, Pembrokeshire 
or 

(b) The Executors of the late Peter Brown of No 27 Thornhill Road, 

Luxton, Pembrokeshire 
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Individuals) trading as a firm 

Edward White (and ) trading as The Blackmore 

Motor Garage, Four Mills Garage, Greentop, Wigtownshire. 

Multiplicity of unspecified interests 

John Gordon of No. 27 Station Road, Enntown, Co Down, Ivor 
Evans of No. 40 Alderney Street, Belfast, 16, and Mary 
McCarthy of No 29 Roxhill Avenue, Broadheath, Worcester- 
shire 

The effect of showing the interest in full where more than one 
person is concerned ensures that, in the event of loss, no claim can be 
settled without the knowledge and consent of all interested parties, as 
m the settlement of a claim the signature of all interested parties 
shown m the policy must be obtained on the receipt or discharge form. 

An Official of a Club or Society 

The Hon. Treasurer for the time being of the Duxton Conserva- 
tive Club, Prior Road, Duxton, Lancashire 

If an individual's name were mentioned, viz. Edward Dickson as 
Hon. Treasurer ... it would be obvious that the policy would require 
amendment every time a change of treasurership occurred. 

Municipal Authority 

City , The Lord Mayor Aldermen and Citizens of the City of 
Liverpool, Lancashire 

Borough The Mayor, Aldermen and Burgesses of the Borough 
of Bebmgton, Cheshire 

Burgh m Scotland The Provost, Magistrates and Councillors of 
the Burgh of Invertown, Kircudbnghtshire 

Limited Liability Company 

The Blackburn Tradmg Co., Ltd , of No 17 Mam Street, Black- 
burn, 2, Lancashire 

ABBREVIATIONS 

In policy drafting it is essential that all time-saving factors should 
be adopted. In the Appendix will be found a list of words that are 
frequently met m policy drafting, and the abbreviations therefor 
The student should make himself familiar with these and to assist 
him in this direction any policy drafts shown in subsequent chapters 
will contain such abbreviations. These (or similar) abbreviations are 
not only m common actual use, but are recognized by examiners and 
may be freely used in examinations. It will be found that, with practice, 
the use of these saves vital time m actual drafting work and indicates 
to the examiner a knowledge by the student of his subject. The 
abbreviations, of course, do not appear in policy drafts issued to 
clients, they are merely used as a time- and labour-saving device 
by the policy drafter. For office purposes there is no reason why the 
drafter should not further abbreviate as he may find appropriate. 
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Property Insured — Term of Insurance — 

Premium Calculations 

SOME EXAMPLES OF SIMPLE POLICY DRAFTS AND COMMENTS 
THEREON 

i. Buildings of Private Dwelling Houses 

Policy No. 

John Brown of No 26 Heaton Road, Surbiton, Surrey 

Period Description of Property Insured Renewal 

xo 2 53 In e p on the bldg of 6 P D H ’s sit Nos 89, Premium 

to 91, 93, 95, 97 and 99 Marsh Street, Surbiton, £3 12 o 

Lday, 1954 Surrey £4800 

First 

N B Unless orwise stated the bldgs refd to Premium 
are constructed of bk stone or cone and ^406 
roofed with slates, tiles, metal or cone 

Agency 
J Brown, 

Surbiton 

The reference to construction should be included in drafts prepared 
for examination purposes. In actual practice the above wording is 
quite frequently included in the printed policy forms. 

The following should be noted — 

1. To avoid omissions the following order should be observed as 
regards the property insured — 

{a) What is to be msured, i.e. building, contents, rent 

(b) Situation. 

(c) Occupation. 

(d) Construction. 

2 It is customary to show the agent’s name on the policy as this 
shows who is the agent for the insurance and to whom agency com- 
mission will be paid. This, too, limits the possibility of illicit 
commission being paid which is an offence under the Prevention of 
Corruption Act (1906). 

3 It will be noted that the insurance apphes to six dwelling houses. 
The words “in equal proportions” are important. In their absence 
the insured could claim up to the sum msured, £4,800, in respect of 
any of the dwellings and on this basis an msured might under-msure, 
relying on the fact that it is only remotely possible that all the houses 
will be destroyed at the same time. The words in question, however, 
divide the sum insured equally over the property. 

4. Private house policies would be written on a pnvate house policy 
form which includes the extra cover referred to m Chapter III in 
addition to the standard cover. 
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2. Building and Contents. Mansion and Outbuildings 

James Bevan Tait of The Hall, Blexton, Radnorshire 
Description of Property Insured 
i. The Bldg of the P D H kn as The Hall, Blexton, afsd. £ 
2 H G and P E of every description yin excepting the 
afterment'd if any and also excepting ppty more 
specifically msd* and articles specified m Condition 
i h'of (no one Picture or Print m the event of destruc- 
tion or dam to be deemed of greater val than 5% 
of the sum insd. by this item) . . £ 

On the bldgs of the follg outbldgs sit. nr the sd 
PDH- 

3. Summer Hse tbr bit and rfd. with thatch . . £ 

4 Coal Hse .... . . £ 


Unless otherwise stated the buildings 
(as m previous example) 

The insurance by item 2 extends to cover household goods and 
personal effects as above defined — 

A. Belonging to such members of the Insured's family or domestic 
servants as permanently reside upon the premises, but this protection 
shall not be deemed to give any right under this policy to any person 
other than the Insured 

B Also (if and so far as such property is otherwise insured) to 
the extent of 15 per cent of the aggregate of the amount insured 
thereon by this policy whilst temporarily removed but remaining in 
Great Britain, Ireland or Northern Ireland but excluding property 
removed for Sale or Exhibition and property in Furniture Depositories 

In the event of destruction or damage at the Insured's residence 
the sums insured for the time being shall stand reduced by the amount 
of the insurance so transferred. 

The following comments should be noted — 

1. The example omits reference to policy number, term, agency, 
first and annual premiums. These are, of course, very important 
parts of all drafts; their omission in this and subsequent drafts is 
deliberate to avoid repetition. 

2. The considerations referred to in Nos. 1, 2, and 4 of the previous 
example apply with equal effect to this example. 

3. It often happens that certain articles are insured by separate 
items of the policy, e g. pictures which are valued at more than 5 
per cent of the sum insured. Further, such articles as jewellery and 
furs are commonly insured under separate “All Risks" policies 
(policies which cover — in addition to fire — burglary, accidental loss and 
damage risks). It is necessary to exclude any articles so insured from 
the scope of the general household goods item for two reasons — 

(a) In general an insured would make allowance m deciding the 
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sum insured by the household goods item for the value of articles 
separately insured. 

(b) Without such an exclusion it would be possible to claim under 
the household goods item for any balance of value in the event of 
under-insurance on specific articles 

Hence the inclusion of the words “ excepting the aftermentioned 
. . . and property more specifically insured.’! 

4. A 5 per cent limit of the sum insured applies to loss of any one 
picture or print. Any picture or print exceeding this limit can be 
separately insured for the full value by a separate item. 

5. Extensions (A) and (B) should be noted These are known as the 
Household Goods Extension Clause and are applicable to all items 
covering Household Goods and Personal Effects whether contained in 
private houses or trade premises 

6. As regards item 2 of the above draft it will be found in practice 
that this wording is printed on the private house policy form and that 
the drafter can abbreviate the written policy of his draft very consi- 
derably by the use of “H.G. full clause.” 

As regards private house policies the practice of most companies is 
to have a stereotyped printed policy form on which will be inserted 
the information relative to the individual case such as the insured’s 
name, address, property covered, sums insured, and drafting such 
policies presents no difficulties. More knowledge is necessary in 
drafting policies on trade and industrial premises and it is to these 
risks that the majority of examination questions relate and to which 
this treatise is mamly directed. The drafts of these policies require to 
be based on the Standard Fire Policy form and the reader should 
obtain a clear idea of the set-up of the Standard Fire Policy before 
proceeding to draft a policy. He should study the policy provided in 
the Appendix and the relevant comments m Chapters II and III. 

3. Simple Saleshop Insurance 

Assume that from a proposal for trade premises the following 
particulars are extracted — 

John Brown, No 27 Gorton Road, Manchester, 12 Dairyman. 


1. Bldg. Dairy and P D H . . . . £ 

2 H G. ym. ...... , £ 

3, Stk. in Tde. yin. . . . . . . . £ 

4 Fxtes ym . ...... £ 

5 Pte Gar No. 29 Gorton Road, afsd . . £ 

6 . Stables and outbldgs No. 29 Gorton Road . . . £ 

7 Horses ym. ..... £ 


(The buildings are advised as being of B S S T construc- 
tion, except outbuildings at No 29 Gorton Road which are 
part timber built ) 

The four essential features of a draft will be remembered — 

1. What is to be insured, i e. building, contents, rent, etc. 
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2 . Situation 

3. Occupation. 

4. Construction. 

In view of this the draft is as follows — 

John Brown of No 27 Gorton Road, Manchester, 12 Dairyman 
Description of Property Insured 

1 The bldg of Insd’sP D H and Dairy sit. No 27 Gorton 

Road, afsd ... . £ 

2 H G. and P.E (usual wordmg) yin. . . . . £ 

3 Stk and Uts m Tde yin .... £ 

4 Tde Fixtes and Ftgs. ym . . . £ 

5 The bldg of the pte. Gar. sit No 29 Gorton Road, 

afsd ..... . £ 

6 The bldg of the Stables and Outbldgs. sit No. 29 

Gorton Road, afsd Sd bldgs are partly tbr bit . £ 

7 Horses yin ....... £ 


Sd bldgs, are all B S S.T ex where orwise stated 
H G. Extn Cl 

Points which should be noted — 

1. The reference to construction is contained m the phrase “Sd. 
bldgs. . . . stated ” and saves repetition throughout for all items 

2 Some companies make a point of limiting liability on horses by 

a clause to the effect that “no one horse m the event of loss to be 
deemed of greater value than £ . . ” Except perhaps m the case 

of farming insurances, this is a matter for each individual company 

3 As the address of the insured refers to “Gorton Road, Man- 
chester,” it is redundant to repeat the town again m “property 
covered.” 

TERM OF INSURANCE 

ANNUAL INSURANCES 

Most insurances have a twelve-month currency, subsequent renewals 
being provided for by the operation of the phrase m the policy preamble, 
viz — 

at any time before 4 o’clock m the afternoon of the last day of the 
period of insurance named m the said schedule or of any subsequent 
penod m respect of which the Insured shall have paid and the Com- 
pany shall have accepted the premium required for the renewal of 
this policy 

It has been the custom of most companies to make policies fall 
due for renewal at a quarter-day, the particular quarter-day referred 
to m the policy being either determined by the insured's request or, 
alternatively, being the quarter-day beyond that which is twelve 
months from the issue of the policy. 

There are four quarter-days m England, viz. — 

Lady Day — 25th March. 
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Midsummer — 24th June. 

Michaelmas — 29th September. 

Christmas — 25th December. 

In Scotland, there are also the following four quarter-days — 

Candlemas — 2nd February. 

Whitsunday — 15th May. 

Lammas — 1st August. 

Martinmas — nth November 

If the insured particularly desired to have a policy fall due for 
renewal on a date not being a quarter-day, the companies would be 
agreeable to arrange accordingly, and this is a growing tendency in 
current practice. 

SHORT-TERM INSURANCES 

Many insurances, for example insurances on furniture temporarily 
in a furniture-storing warehouse and property m course of erection, 
do not run for a full twelve months, but only for the term the furniture 
is lodged in a warehouse or time for the erection of a building 
Obviously it is not economical to effect a policy for twelve months if 
a shorter period would suffice Accordingly the procedure companies 
adopt in such circumstances for premium calculation should be noted. 

The premium for these short-term policies is based on the policy 
duration and m fairness is less than the premium for an annual 
insurance On the other hand, certain expenses are constant for 
annual and short-period policies — stamp duty, survey costs, clerical 
expenses. For short-period insurances premium is calculated on the 
basis of the pro rata proportion of the annual premium plus 5 per cent 
of the difference between such pro rata premium and the annual 
premium. The following demonstrates the method of calculating a 
short-period premium — 

Penod 1st January to 30th June £ $ d 

Annual Premium £5 

Pro rata premium for term (6 months) . 2 10 o 

Plus 5 per cent loading on difference between 

annual and premium for term . 26 


£2 12 6 


Three further provisions m connection with short-term insurances 
will be of interest — 

1. It is not the practice to apply short-term rates to farming stock 
insurances It will be apparent that values in this case are at their 
peak during the period immediately following the harvest season, and 
it is considered that the application of short-term rates would not 
reasonably recompense the insurers for the heavy risk during a 
comparatively short period As, however, it may be argued that it 
would be inequitable to ask for premium for twelve months on the 
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peak values when such values obtain for a very brief period, insurers 
meet the position by the application of the special condition of average. 
This condition will be discussed fully in a later chapter, but, briefly, 
the effect is that average, 1 e. if under-insurance exists the insured 
will be responsible for a proportionate part of loss, will not be applied 
unless the sum insured is less than three-fourths of the full value. 

2. It is the normal practice to apply a minimum rate of 3d per £ 100 
for any short period. 

3. Annual insurances allow fifteen days (called “days of grace”) 
from expiry date for premium payment, but this extension does not 
apply to short-period insurances which terminate on expiry date. 

LONG-TERM POLICIES 

In contrast to short-term policies most offices make premium 
concessions for insurances effected for periods of two or more years. 
A policy may be issued for, say, three years, and consequently two 
years' renewal expenses are saved, e g. issumg of renewal notices, 
reminders, receipts and inspectors' calls m connection with renewals. 
In addition, as the premium for the full term of the policy is paid in 
advance, the company have the benefit of the interest accruing. Some 
premium concession is accordingly justified and the following indicates 
the allowances normally made — 

For 2 years' premiums paid m advance — 

5 per cent reduction on the ordinary year’s premium 

For 3 years' premiums paid m advance — 

1 5 per cent reduction on the ordinary year’s premium 

For 4 years' premiums paid in advance — 

30 per cent reduction on the ordinary year's premium 

For 5 years’ premiums paid m advance — 

50 per cent reduction on the ordinary year’s premium 

For 6 years' premiums paid in advance — 

75 per cent reduction on the ordinary year's premium 

For 7 years’ premiums paid m advance — 

the whole of the ordinary year’s premium. 

PREMIUM CALCULATION 

The normal method of arriving at the premium charge for a twelve 
months' insurance is to apply the appropriate rate per cent to the sum 
insured. The rate per cent chargeable is decided by the underwriter, 
who takes into account the class of occupancy, the features of the 
individual risk and the underwriting practice of his own company. 
For example, assume the rate per cent to be 2s. and a sum insured of 
£500. The annual premium is therefore 10s. If the initial period of 
the insurance is one year and two months, the first premium will be 
10s. plus is. 8d equals ns. 8d and the renewal premium 10s. It is 
frequently the practice of offices to compute the premium to the 
nearest 3d. so that m this case the first premium would be 11s 9d. 
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With larger insurances with a multiplicity of items differentially 
rated, it will be found that it is of assistance if the items are segregated 
under the respective rates per cent before the premium is computed 
Assume a policy contains the following — 


Item No 

Sum Insured 

Rate per cent 

1 

£2 ,000 

2/- 

2 

1,500 

1/6 

3 

150 

3/6 

4 

200 

2/- 

5 

600 

2/- 

6 

700 

3/6 


^5.150 



The convenient way of arriving at a premium calculation would be — 


1/6 2/- 3/6 

£ £ £ 

1,500 2,000 150 
200 700 
600 

4 1*500 /2,8oo £S 5 o 

Premium calculation is therefore — 

£ s, d. 

^1,500 @ 1/6 per cent . .126 

^2,800 @2/- per cent . . 2 16 o 

^850 @3/6 per cent . .199 


£ 5%3 


The first term of a fire policy is very often a little more or, in rare 
instances, a little less than twelve months in order that the renewal 
date may fall on a quarter-day. In the latter event it is assumed that 
it is the intention that the insurance shall be renewed and premium 
is calculated on a pro rata basis and not at short period rates To 
arrive at the correct premium for odd time the following formula is 
used — 

No. of days in odd time period . . 

— 7 — X Annual premium 

365 days 


In practice the policy drafter makes use of a book of Odd Time 
Tables, reference to which provides the number of days involved in 
odd time and also the exact amount of premium for that number of 
days based upon the annual premium. 
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Divisions of Amount — Plurality of Risk 

The mam object considered up to now has been the background of 
policy drafting, that is to say the normal prmted wording of fire policy 
forms and the printed conditions. It will have been observed from 
the policy drafts so far provided that every draft has its own individual 
characteristic s and that these fit into a general pattern. One of these 
variable common features is the sum insured, or as many policies 
contain more than one item, the sums insured, dependent, upon which 
is the premium. The arrangement of sums msured so that premiums 
are collected adequate to the risk run may call for considerable skill. 
It is obviously an important matter both to the company and to the 
insured. The requirements of the proposer are simple. His concern 
is that his policy shall be so arranged that following any fire the com- 
pensation available shall be a full indemnity for the material damage 
sustained and he wants this full cover at as low a cost as possible. 
He may look to his company for guidance m fixing adequate sums to 
be insured, but the company must take care to make it clear to him 
that any advice it gives represents merely an ordinary as distinct 
from an expert opinion and that they cannot accept any responsibility 
for the adequacy or otherwise of the amounts suggested The complex 
subject of values is, of course, the prerogative of skilled professional 
men whose specialized training qualifies them to act as valuers. 

The matter must also be examined from the point of view of the 
insurance company. The company, too, is desirous that its clients 
shall be adequately covered, not that it is its responsibility to ensure 
that sums insured are adequate, but naturally enough it wants 
satisfied customers The special concern, however, of the company 
m the sum insured lies in what premium it produces and to this end 
not only is over-all adequacy (in the absence of the average clause) 
important but so also are its arrangement and division. Suppose, for 
example, that a proposer seeks to insure both buildings and their 
contents in one amount To such a request the company’s answer 
would be a firm “no” and its attitude would be based on the following 
considerations — 

i. Division of amount between building and contents ensures that 
values as between building and contents for all property to be insured 
will be considered separately by the proposer when an msurance is 
arranged To some extent this lessens the possibility of under-insurance 
inasmuch as each parcel of property will have to be considered 
individually before a sum msured is arrived at, and the maximum 
liability on such a parcel of property will be the sum insured thereon 
On the other hand, if all property were insured in one amount, though 
the whole of that single sum insured would be available for loss to 
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either type of property, the destruction of all the property might find 
the sum insured, if it has been fixed without proper thought, 
inadequate. 

2. Generally, the mcidence of losses on buildings is less than on the 
contents of buildings and the usual practice of an office is to take this 
into account m fixing limits. Absence of divisions would therefore 
nullify this underwriting consideration. Further, the rate for building 
insurances is often less than the contents insurance rate. 

“ Retention or Limits .” A company determines in respect of 
individual risks that its maximum loss shall not exceed a certain 
figure. Accordingly it arranges that other companies accept by 
way of reinsurance all amounts m excess of the figure the company 
wishes to retain on the particular risk for its own account. The amount 
of the insurance for the company's own retention is known as its 
“limit” or “retention.” 

3. If two different offices insure the same property, office A having 
no division of the sum insured as between building and contents, 
office B having divisions, the former would be penalized m loss 
settlements where contribution applies. 

The following example demonstrates this — 

Office A No divisions Sum Insured Building and Contents, £2,000 

(not subject to Average) 

Office B Building £i,oool , . . , . 

Contents . i,oooj not sub J ect to Avera § e 


Total . £2,000 


Loss £1,000 on Building 
£500 on Contents. 


Loss Formula * 


Sum insured 
Total insurances 


X Amount of loss 


Therefore A pays 


(1) Building 


2.000 

3.000 


X 1,000 


0 ) 


^ 2,000 

Contents X 

3,000 


500 


£ s * 

666 13 4 

333 6 8 


£1,000 o o 


I 000 

B pays (1) Building X 1,000 333 6 8 

1,000 

(2) Contents X 500 166 13 4 

v 1 3,000 

£500 o o 

Thus it is evident that notwithstanding that the total msurance 
for both companies is the same, the absence of divisions in A’s case 
makes A pay twice as much as B. 

3— (B 392) 
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The significance of having policy wordings and divisions of the sum 
insured similar will be evident where contribution exists, i.e. where 
the property is insured by more than one office and for the same 
interest. 

CONTENTS SUBDIVISION 

It will be evident that the further the principle of subdividing 
sums insured is developed the more representative will be the sum 
insured in relation to values at risk. There are, of course, limits to 
which this theory can be pursued in the mterest of policy draf tin g 
having regard to the constant revisions that would inevitably be 
necessary, following a meticulous division of amounts, to keep the 
insurance up to date. It is, therefore, the practice to have broad 
divisions and so far as contents are concerned these are as follows — 

i Fixed, contents (not being landlord’s fixtures and fittings which 
come within the scope of “Buildings”), eg steam boilers which are 
sunk in concrete foundations, engines fixed to floors. 

2. Contents which are not of a fixed nature 

3 Stock. 

Owing to market and seasonal fluctuations, the value of the stock 
held by a trader may vary and it is the practice to insure stocks apart 
from other contents so that any revision of amount can be made 
without disturbance of the insurance of property the value of which 
may be more constant. In Chapter XIV will be found reference to 
the arrangement of stock insurances on a declaration basis which 
goes a long way to avoid frequent stock insurance revisions 

There is, too, the aspect that if stock is insured along with other 
property, an insured might be content to ignore such fluctuations, 
relying on the amount of his over-all contents insurance as being 
adequate to meet such features, whereas individual items on stock 
would necessitate that he insured his stock for not less than full value 
to ensure indemnity in the event of loss 

TARIFF POLICY WORDINGS 

It might be appropriate to describe the practice that tariff companies 
adopt in certain circumstances for standard divisions of amount as 
between the buildings and the contents respectively Certain tariffs 
provide forms of specification wording which must be followed for 
property rateable under such tariffs. These wordings are strictly 
adhered to, departures being authorized only m isolated cases; 
variations as between the various tariffs are introduced to meet 
particular features of individual trades. The stan dar d is as follows . 
buildings, fixed plant and machinery, contents of a movable nature 
(excluding stock), stock, miscellaneous items, and rent. 

PLURALITY OF RISK 

The question of dividmg the sum insured between building and 
contents and then the further division of contents between fixed and 
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movable property and stock has already been considered. But that is 
only part of the attempt to put the arrangement of amounts on a 
correct basis to enable an appropriate premium to be charged. 
Research shows that m 1S29 an Act of Parliament was placed on the 
Statute Book to ensure that the maximum amount of duty, payable 
at that time on a percentage of the sum insured, was obtained. This 
Act was repealed in 1869 and duty on that particular basis abolished. 
Stamp duty is now a fixed charge of 6d. on each fire policy irrespective 
of the sum insured The offices, however, continue to adhere to the 
following principle of the Act — 

In every case where any insurance from loss or damage by fire 
shall be made or renewed or continued upon two or more detached 
buildings, or upon two or more buildings so separated from each 
other as to occasion a plurality of risks, or upon any goods, wares, 
merchandise or other moveable property contained m two or mare 
such buildings as above described, or lying or bemg m two or more 
places so separated from each other as to occasion a plurality of risks 
(except the implements and stock upon any one farm) then, and m 
any of the cases aforesaid, every such separate building shall be 
separately valued, and a distinct and separate sum shall be insured 
thereon, and in like manner at least one distinct and separate sum 
shall be msured upon the goods, wares, merchandise or other move- 
able property contained m every such separate building, or lying or 
being m every such separate place as aforesaid , and it shall not be 
lawful to insure one gross sum upon two or more such separate sub- 
jects or parcels of risk as aforesaid taken collectively, unless such 
insurance be declared m the policy to be subject to, and there be 
inserted m the policy, the usual condition or conditions of average 
m use among Offices for the time bemg. 

The reference to the words “ plurality of risk” will be observed. 
The purport of the phrase should next be considered. 

Plurality of risk arises where there are insured in one amount — 

1. Two or more detached buildings. 

2. Two or more buildings adjommg but separate from each other 
in such a way that they are each regarded for insurance purposes as 
separate and distinct buildings, e.g. where the buildings are separated 
from each other by a party wall or a perfect party wall. 

(a) A party wall must — 

(1) be composed of material at least 9 m. thick going up to 

the roof ; 

(2) have any structural work of iron or steel encased m at 

least 2 m. of brickwork, masonry, concrete, etc , 

(3) have no wall openings unless, in the case of 

(I) doorways — they are protected by double fireproof 
doors , 

(II) shafts, pipes, belt openings — these are not more than 
4 sq ft in area , 

(b) Perfect party walls are as above except that the walls go up to 
and through the roof. 
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3. Two or more floors of a fireproof building* Each floor of a fireproof 
building is deemed to be a separate risk if the floors themselves are of 
fireproof construction and any openings are properly protected. 

The following diagrams illustrate the above — 


1. Detached buildings — 



2, Adjoining buildings but forming separate risks — 



(l) Adjoining buildings not communicating Divided by Party Wall A/B 



(11) Adjoining and communicating buildings, but having all openings protected 
as shown, by D F D s as shown in Perfect Party Walls A/B and C/D 
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3. Elevation sketch of a fireproof building with incombustible 
floors is shown below — 

WHY SEPARATE AMOUNTS 

ARE NECESSARY WHERE 

PLURALITY OF RISK EXISTS 

The reasons may be summar- 
ized under the following four 
headings — 

1. If an msured owned several 
detached buildings and insured 
these in one amount, his sum 
msured bemg the amount on the 
highest valued building, and if 
average were not insisted upon 
in such circumstances, he would 
obtain full cover at an inadequate 
and mequitable premium unless 
two fires occurred simultaneously 
m the separate buildings. 

Separate amounts or average A/B — Fireproof Hoist 

(dealt with in Chapter VII) nullify 

this possibility and ensure that the office obtains a premium com- 
mensurate with the risk undertaken 

2. Divisions of amount, when plurality of risk exists, simplify loss 
settlements as the necessity of valuing a large number of buildings, for 
the application of average is avoided. 

3. If two offices insured the same buildings for the same mterest, 
office A electing to msure without divisions but office B insisting upon 
divisions, office A would be penalized m the event of a loss. 

(The remarks in connection with the necessity of obtaming separate 
amounts on buildings and on contents will be recalled. The circum- 
stances are parallel.) 

4 Divisions of amount indicate clearly to a company its potential 
liability and provide valuable assistance to it m fixing its limits 
or retentions 

NON-PLURALITY OF RISK 

Divisions of the sum insured would not normally be required in 
the case of — 

1. Two or more buildings communicating by openings protected by 
single fireproof doors only. 

2. Buildings which, whilst not communicating by means of wall 
openings, nevertheless are regarded as communicating buildings 
because the dividing wall is not of solid construction (brick, masonry, 
or concrete) but is, for example, of timber or asbestos and cannot be 
regarded as a “cut-off” for fire insurance purposes. 

3. Floors which, whilst of fireproof construction, cannot be regarded 
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as fireproof because they are pierced by openings which are not 
permissible in a fireproof building, say, a wooden stairway. 

The company's view is that any departure from the standard 
requirement involves the existence of a construction feature which 
would not prevent a fire, origmatmg in one building, from spreading 
to the adjoining building Thus both buildings require to be regarded 
as constituting one fire risk and in fairness should be rated at the 
same rate 

The following example emphasizes this point — 



Here two buildings are represented which communicate by a single 
fireproof door. 

In building A cellulose spraying is carried on and m building B 
assume power woodworking is done. The office compute the per se or 
individual rate for building A as — 

£ s d 

Normal . 2 o 


Cellulose spraying . 

* 

1 

0 

Building B as — 


3 

0 

£ 

s. 

d 

Normal 

. 

2 

0 

Power woodwork . 

• 

7 

6 


L= 

9 

_6 


In view, however, of the inadequate 
for either or both buildings will be — 

“cut-off" the appropriate rate 

£ * * 

Normal 

, 2 0 

Cellulose spraying . 

. 1 0 

Power woodwork 

7 6 


£ 10 6 


In certain cases offices might be disposed to regard a single fireproof 
door as being an adequate “cut-off," but, as this is the exception and 
not the rule, for examination and general purposes a single fireproof 
door must not be regarded as an adequate “cut-off/' 



CHAPTER VII 

Average 

In the preceding chapter the references to average will have been 
observed m particular, the sentence in the 1829 Act, subsequently- 
repealed — although companies still observe its principles— where it is 
indicated that wherever plurality of risk exists and no divisions of 
amount are provided, the insurance is required to be subject to average. 
It should be noted that whenever “S to A” occurs in a policy draft 
this means that the insurance is subject to the pro raid condition of 
average (as distinct from other forms of average) which reads — 

Whenever a sum is declared to be subject to average if the property 
covered thereby shall, at the breaking out of any fire or at the com- 
mencement of any destruction of or damage to such property by any 
other peril hereby insured agamst, be collectively of greater value 
than such sum insured, then the Insured shall be considered as being 
his own Insurer for the difference and shall bear a rateable share of 
the loss accordingly 

OPERATION OF AVERAGE CLAUSE 

Whilst it is not within the scope of this treatise to discuss loss 
settlements, it is important to understand the broad principles of the 
operation of average in relation to losses and insurances. A simple 
example serves to demonstrate how an insured, not carrying a full 
insurance, is penalized by the average clause to the extent of his 
under-insurance, viz. — 

Assume an insurance covers stock in one amount m three separate 
buildings. A, B, and C for £10,000 and the policy is subject to average. 

Upon inquiry it transpires that the values of stock m the respective 
buildings at the time of loss are — 

£ 

Building A . . 5,000 

„ B . . 5,000 

„ C . . 5,000 

Total Value . £15,000 

Fire damages stock in building A to the extent of £3,000. 

The average condition says in effect that the liability is limited to — 

Sum insured X Amount of loss 
Value of property covered 

and transposing this into figures we have 

£10,000 x £3,000 
£15.000 


31 



32 


FIRE POLICY DRAFTING AND ENDORSEMENTS 


Therefore the amount payable is § X £3,000 = £2,000, leaving the 
balance of the loss, viz. £1,000 uninsured and falling to be borne by 
the insured. 

CIRCUMSTANCES UNDER WHICH THE AVERAGE CONDITION 
IS APPLIED 

It is important to have a clear understanding as to the circumstances 
in which the insertion of an average clause is required Summarized, 
they are as follows — 

1. Plurality of Risk. An immediate example arises m the case of 
detached buildings which are insured m one amount without divisions. 
If there were no average clause, the total sum insured could be applied 
to any one of the risks An insured who was prepared to risk more 
than one building being destroyed at any one time could, if he was 
allowed, obtain full cover by insuring for the value of the highest 
valued building only, ignoring the values of the other buildings. 

A similar example arises m connection with stocks belonging to an 
insured which require to be insured m buildings which form separate 
risks. Average or divisions of amount are, m such circumstances, 
necessary, otherwise the same position would arise as instanced for 
building insurances. Consider, for example, stocks which enter a 
factory m a raw state and pass through various process stages in the 
course of being turned into the finished product, ultimately ending 
m the factory's warehouse pending despatch to customers. If the 
respective process buildings and finished goods warehouse are separate 
risks for fire insurance purposes and the insured requires his policy so 
arranged that he is adequately insured whilst his stocks are m any 
process stage m any of the respective buildings or in the finished goods 
warehouse, some difficulty arises It will be realized it is hardly 
economical for him, if he cannot estimate from day to day what value 
of stock will be m particular buildings, to insure his stock all the year 
round for an amount representing the highest possible liability at all 
or any of the separate risks on the odd chance that his stock might 
reach the ceiling figure. The method the companies adopt to meet the 
insured's difficulty is to provide a stock insurance wording as follows — 
On Stock m Trade at all or any of the following situations 

£ 

Subject to Average 

The rate chargeable may be either — 

1, The highest rate applicable to any one of the various locations. 

2 An average rate based on the premium produced by taking account 

of 

(i) The estimated maximum value of stock at risk at each location 

(ii) The values at each location on a recent date, say, the last 
stocktaking date 

2. Stock Floating at Unspecified Locations. In the preceding example 
the insured, besides knowing the total amount of stock at risk, 
could also indicate the exact locations where the stock would be. It 
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is not infrequent, however, for a case to arise where an insured, for 
one reason or another, cannot say definitely where the stock will be 
deposited, but nevertheless requires insurance protection to apply 
wherever the stock may be. Take, for example, a boot and shoe 
manufacturer who consigns goods to customers, the terms of his 
trading being that he is responsible for these until delivered to the 
customer. Once the goods have left the manufacturers* premises in 
the course of their journey, they may be placed m carriers* or public 
warehouses, on quays, in road or rail transit. Here plurality of risk 
exists in a very acute form and the companies are prepared to give a 
form of cover to meet his requirements, the wording being as follows — 

On Leather, Boots and Shoes the property of the Insured or held 
by him m trust or on commission for which he is responsible whilst 
temporanly lying or deposited pendmg departure to destination m all 
or any of the Public Carriers' or Dock Warehouses, Sheds, Wharves, 
Yards or Quays or at Railway Stations and whilst on board any 
Ship, Vessel or Craft and whilst m transit by Rail, Road or Inland 
Waterway, all m Great Britain, Ireland and Northern Ireland 
Subject to Average 

It will be noted that no particular risks are specified, 1 e. by the 
precise address or location, but only specified classes of risks (and transit) 
anywhere in Great Britain, Ireland and Northern Ireland are mentioned. 

The necessity of the application of average to an insurance of this 
nature will be obvious. 

3. Insurance on Property in the Open. Insurance of such property 
is usually subject to pro rata average irrespective of whether the 
property is m one pile or stack or m more than one pile or stack In 
either case the possibility of under-insurance exists if the msured 
believes that complete destruction of the whole of the property could 
not arise from one fire on the assumption that the property is not con- 
fined m the same sense as similar property contained within a building. 

4 Under-insurance. As a precautionary measure where an office 
suspects that an insured is not insuring for adequate amounts, the 
company may, m their own interests, insist on the average condition 
so that they will either obtain an adequate premium or limit their 
liability according to the premium obtained. 

THE TWO CONDITIONS OF AVERAGE 

The next form of average calling for consideration is known as the 
two conditions of average. The wording is as follows — 

1. Whenever a sum msured is declared to be Subject to Average, if 
the property covered thereby shall at the breaking out of any fire or at 
the commencement of any destruction or damage to such property by 
any other peril hereby msured against be collectively of greater value 
than such sum msured, then the Insured shall be considered 
as being his own Insurer for the difference and shall bear a rateable 
share of the loss accordingly 

2. But if any of the property included m such Average shall, at the 
breaking out of any fire, or at the commencement of any destruction 
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of or damage to such property by any other peril hereby insured 
against, be also covered by any more specific insurance, 1 e by an 
insurance which at the time of such fire or at the commencement of 
such destruction or damage applies to part only of the property 
actually at risk and protected by this insurance and to no other 
property whatsoever, then this policy shall not insure the same except 
only as regards any excess of value beyond the amount of such more 
Specific Insurance or Insurances which said excess is declared to be 
under the protection of this policy and subject to Average as aforesaid 

It will be observed that this form of average comprises (a) the pro 
rata condition and (b) a second condition providing a restriction of 
the application of an insurance which is subject to the two conditions 
in relation to a more specific insurance on the same property In the 
latter connection it will be noted that a policy subject to the two 
conditions applies only after the Lability of a more specific policy is 
exhausted Perhaps the following example will enable the reader 
better to appreciate just how the conditions operate in practice — 

Policy A covers Stock m Warehouse No i, S to A £ 5,000 

Policy B covers Stock in Warehouse Nos 1 and 2, Sub- 
ject to the two Conditions of Average . . ^4,000 

Values No 1 Warehouse . £ 7,500 
No 2 Warehouse 3,000 

Loss in No. 1 Warehouse . . ^3,000 

The specific policy A operates as follows — 

Sum insured x Loss 
Value 

£5 >°°o X £ 3> 00 ° 

£7>5°° 

Equals £ 2,000 , leaving a balance of ^1,000. 

Policy B, subject to the two conditions, operates — 

Sum insured x Balance of loss 

Excess of value beyond that covered by the specific insurance 
^ £l> QQ0 X £1,000 ^ 

^2,500 + £3,000 1 


Summarized, the position is — £ 

Pokey A pays . . . 2,000 

Policy B pays . . . 727 

Insured bears balance , . 273 


£3jOOo 
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The complete exposition of this condition is rather more closely 
related to loss apportionments than policy drafting. Nevertheless, the 
reader should appreciate the circumstances in which an insurance may 
be subject to the two conditions First, mercantile floating insurances, 
that is, merchandise in docks, wharves, and public warehouses, are 
usually made subject to the two conditions of average. They are also 
applied to floating msurances on stocks which are also insured by a 
more specific insurance and in such cases it is customary to warrant 
that there are actually specific insurances m force and these are specific 
in wordmg. 

The relevant wordings for warranties of this nature are — 

(a) If the floating insurance is effected by a policy separate from the 
specific policy — 

It is warranted and made a condition of this pokey 

(1) That every other insurance on the property herein described 

is and shall be identical in wording with this policy. 

(2) That such property is also specifically insured 

(3) That all specific insurances on any one and the same part of 

the property herein described are and shall be identical m 
wordmg with each other 

(&) If specific and floating items are contained in one policy 

It is warranted and made a condition of this pokey that every other 
insurance on property described m any item of this policy is and shall 
be identical m wording with such item 

VARIATIONS ON THE PRO RATA CONDITION OF AVERAGE 

1. Special Condition of Average. The wording is as follows — 

Whenever a sum insured is declared to be subject to the Special 
Condition of Average, then, if such sum shall at the breaking 
out of any fire or at the commencement of any destruction of or 
damage to the property by any other peril hereby insured against, 
be less than three-fourths of the value of the property insured m that 
amount, the Insured shall be considered as being his own Insurer for 
the difference between the sum msured and the full value of the 
property msured at the time of such fire or at the commencement 
of such destruction or damage and shall bear a rateable share of the 
loss accordingly. 

Briefly the position is, if at the date of the loss the sum insured is 
less than 75 per cent of the value at risk, then the insurance becomes 
subject to the pro rata condition of average If the sum insured 
represents not less than 75 per cent of the value at risk, then average 
would not apply and the company's liability would be limited only by 
the sum msured as in the case of an insurance not subject to any 
condition of average. 

The special condition of average is generally employed in connection 
with farmers' stock insurances (the comments m Chapter V — Short 
Term — will be recalled) to ease the problem of seasonal variations of 
values at risk. 
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2. Fifty per cent Condition of Average. This condition (and its 
application in the event of loss) is exactly the same as the special 
condition of average except for the substitution of the percentage of 
50 for 75. It is used m connection with property of a type which even 
when subjected to severe fire damage still retains high salvage value. 
For example, it may be applied to an insurance covering engraved 
metal rollers m a bleach works where a serious fire, although it may 
damage the rollers to an extent that they cannot again be used as such, 
will not destroy the value of the metal m the rollers 

The appropriate condition is as follows — 

Whenever a sum msured is declared to be subject to the 50 per cent 
Condition of Average then if such sum shall at the breaking out of any 
fire or at the commencement of any destruction of or damage to 
the property by any other peril hereby insured against, be less than 
one-half of the value of the property insured m that amount, the 
Insured shall be considered as being his own Insurer for the difference 
between the sum msured and the full value of the property msured 
at the time of the fire, or at the commencement of such destruction 
or damage, and shall bear a rateable share of the loss accordingly 

Similarly, there is the 80 per cent condition of average which 
operates as above, except that the relevant figure is 80 per cent, not 
50 per cent 

METHOD OF GIVING EFFECT IN THE POLICY WORDING TO 
THE APPLICATION OF ANY AVERAGE CONDITION 

Whenever an insurance is subject to any of the foregoing average 
conditions, reference to this must appear after the descriptive wording 
applicable to the item, e g. — 

On merchandise anywhere in Great Britain Subject to 

the Two Conditions of Average. 

The appropriate average condition (s) is then typed on or attached 
(by gummed slip) to the policy If several items of a policy are to 
be subject to an average condition, then to avoid repetition the 
following formula would be used — 

The insurance by each of Items Nos of this Policy is 

declared to be separately but similarly subject to the Two Conditions 
of Average 

this wording appearing at the end of the descriptive policy wordmg 

It will be appreciated from the foregoing that average either m 
a full or restricted form is not in this country, as m certam territories 
overseas, applied universally to all insurances but, generally speaking, 
only when plurality of risk exists. 
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Warranties, Clauses, and Conditions 

The policy drafts considered previously have been of a relatively 
simple character, dealing with non-hazardous risks without any 
particular trade features. Whilst such insurances, with their very 
favourable claims ratio, are the cream of the fire underwriter's port- 
folio, they form only a part of the classes of risks m this country for 
which the company must cater, many of which possess diverse trade 
features and hazards and consequently involve, as regards drafting, 
something beyond the simpler pokey drafts hitherto examined. It is 
the aim of the policy drafter of the company to provide a clear and 
complete contract so that “he who runs may read" and so that points 
of contention m the contract are avoided. How can this be achieved? 
How can a contract be drafted so that the extent of the company's 
liability is made clear to the insured? The answer is that by means of 
warranties, clauses, and conditions added to the policy the company 
takes appropriate precautions and defines the limit of its liability, 

WHAT IS A WARRANTY? 

It is first necessary to see what is a warranty. The case of De Hahn 
v. Hartley (1786) provides a definition. It was then laid down that 
“a warranty is a condition or contingency, and that unless performed 
there is no contract/' The significant words are “condition or con- 
tingency." A warranty states or warrants that the facts both at the 
time of the issue of the policy and during its currency are in accordance 
with the requirements specified in the warranty. Any variation 
therefrom will violate the contract unless the company has been 
notified and has agreed to the altered arrangements. Condition 10 
(Warranties) of the printed conditions of the Standard Fire Policy 
places the application of the policy beyond doubt, so far as warranty 
compliance is concerned. A warranty being an addition to the printed 
policy form may over-nde, be a corollary to, or finally emphasize the 
printed policy conditions according to the particular circumstances. 
The operation of a warranty is two-fold. It may emphasize the legal 
position, that is, the position which will apply whether the warranty 
is inserted or not and, secondly, it demonstrates to the insured on 
referring to his policy what features of his business are or are not 
permitted so far as policy application is concerned. A practical 
example may serve to demonstrate this. A furniture dealer's clause 
states — 

Warranted that no working m wood be done therein 

He decides to make furniture; installs a lathe or a power-dnven 
saw and the risk of fire mcreases as a consequence, i.e. through the 
introduction of woodworking, m itself an added hazard, plus the 
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additional adverse features of sawdust and shavings. The warranty 
m question serves to draw the insured’s notice to the necessity of 
advising the company to have the matter regularized and that, 
furthermore, there is no liability under the policy if it is not complied 
with. If, however, the warranty referred to was not inserted in the 
policy, printed condition No 2 (Alteration of Risk), whilst its terms 
are more general, would, nevertheless, necessitate advice of the new 
feature to the company inasmuch as it would constitute an increase 
m risk The warranty, however, provides specifically against the 
existence of a particular feature which may arise in the particular 
premises concerned. 

CIRCUMSTANCES IN WHICH WARRANTIES ARE APPLIED 

Generally speaking, warranties are inserted m policies only where 
the insured are in a position to observe them. For instance, in the 
case of a building occupied by several tenants all carrying on different 
trades, it would be equitable to apply only the appropriate warranties 
(1 e. those applicable to the particular tenant only) to each tenant’s 
contents insurance, and consequently all the warranties applicable to 
all tenants would not cumulatively apply to each tenant. The following 
example will make the point clear. Assume a particular block of 
property is occupied respectively by a grocer and also by a draper. 
The draper could not be held responsible for the observance of the 
oil clause or warranty which would apply to the policy covering the 
property of the grocer, viz. “that there be no storage or deposit for 
sale in the building of petroleum or other mineral oil or liquid product 
thereof.” Conversely, the grocer could not accept responsibility that 
“there be no unenclosed lights m the shop or windows and that no 
goods be hung above any gas or other lights,” 1 e. the draper’s clause. 

As regards the building insurances, which would normally be in 
one interest, i.e. the owner of the building, the practice is to apply 
the whole of the warranties applicable to all tenants, the owner having 
the power, under the terms of the respective leases, to place the 
responsibility for compliance on each mdividual tenant, as regards 
the portion occupied by each individual tenant. It will be appreciated 
that it is, m fact, in the landlord’s interest to ensure compliance, as 
it must be remembered that if each tenant does not comply with his 
own warranty provisions, he is endangering the security of the land- 
lord’s property. 

A word of caution might be introduced m regard to the re-issue of 
policies which have remained undisturbed for many years. Many 
warranties, which were applied as a matter of course years ago, are 
out of date and their continuance in the re-issued policy would 
represent a departure from present-day practice and as such would 
be an unnecessary waste of time and labour and might invite 
competitive action from other offices resulting in the possible loss of 
the business Alternatively, an old warranty should be substituted by 
a more appropriate and up-to-date version. 
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HOW COMPANIES APPLY WARRANTIES 

It is interesting to note how most companies use warranties in the 
course of their business. Nearly all policies applying to trade premises 
contain a warranty or clause prescribing the existence, maintenance, 
or absence of certain features. The policy covering the grocer’s shop, 
it will have been noted, contains a warranty regarding the storage or 
deposit of oils. Similarly, m the case of many small saleshops a further 
warranty known as the assistants’ clause would be applied, which 
would limit the number of assistants employed to twenty. Thus, if 
the grocer decided to store m his shop a class of oil prohibited by the 
terms of the warranty on his policy, he would need to advise his 
company, who would then apply a less restrictive clause, and increase 
his rate. Further, if the number of assistants employed exceeded the 
prescribed limit, an increase in risk would be mvolved and as a 
consequence the rate would be increased and a higher limit applied 
on the number of assistants employed. This will serve to show to 
some extent how insurances on the smaller classes of property are 
subject to warranties But it is in the case of the large factory 
premises that even fuller use of warranties is encountered In many 
trades — boot and shoe factories, com mills, distilleries, metal works, 
paper mills, potteries, woollen mills, to quote a few examples — most 
offices have collated a series of warranties which relate to the trade 
processes of particular classes of risks, and to those are added the 
warranties appertaining to more common features such as constmction, 
height, and power. These conditions are, for convenience and to avoid 
typing on individual pohcies, printed on adhesive slips, which are 
attached to the pohcy. Following the descriptive wordmg in the 
policy, a clause of the following nature will appear — 

The insurance by (Item of) this policy is subject to all 

the attached Warranties dated except 

Nos 

The “attached . . . warranties” would be completed by referring 
to the particular warranties, e g. “The attached Pottenes Warranties/' 
the date being that of their issue 

The warranties which are excluded are those relating to features 
which are known to exist and have been taken into account m comput- 
ing the rate. The warranties which are applied provide against the 
existence of features which, at the time of survey, did not exist and 
which, if mtroduced, would involve either an increase in rate or in 
some cases consideration as to whether or not the insurance should 
be declined. Summarized, therefore, it is evident to the insured that 
the company recognizes the existence of certam features and prohibits, 
unless due notice is given to the company, the existence of other 
specific features. 

The actual warranties applicable to every trade cannot be set out 
in detail in the short space of this chapter, but, where possible, reference 
should be made to office records for further information, when it will 
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be found that this is of definite value, as, in addition to demonstrating 
offices’ practice m the matter, it also indicates broadly some of the 
fire hazards of particular trades 

DESCRIPTIVE WARRANTIES 

Upon examination of an office’s warranties, however, whether 
appertaining to trade risks for which standard warranties are m 
existence or to risks where there are no standard warranties m 
operation, it will be noted that certain types of warranties are common 
to both. The effect of these warranties is to describe the property 
insured. Furthermore, inability to comply with the requirements of 
such warranties requires notification by the insured to the company 
so it can adjust the policy to meet any changed circumstances. 
Examples are those relating to construction, height, and occupation 
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Warranties, Clauses, and Conditions (continued) 

The application of warranties, mainly those applying to classes of 
risk which are usually subject to several warranties which for con- 
venience are printed, having broadly been dealt with, consideration 
must now be given to the matter so far as other classes of risk are 
concerned. Here again it will be found that each trade has its own 
peculiarities and whilst as regards some trades, notably saleshops, 
clauses are provided by tariffs or recognized procedure, there are 
many classes of risks or particular premises not so catered for to 
which certain clauses are generally applied. Accordingly a list of 
those which are commonly met in the ordinary course of policy 
drafting is set out below. It may be found that whilst the actual 
wordings quoted may not entirely comcide with those used by 
individual companies, the effect is the same. 

This subject is divided into two parts, (a) warranties and clauses 
relating to individual trades or particular classes of premises, and (b) 
clauses of a general nature. 

WARRANTIES AND CLAUSES APPERTAINING TO INDIVIDUAL 
TRADES OR PREMISES 

Billiard Tables 

The Company is not liable for destruction of or damage to the 
Cloths and/or Cushions of the Billiard Tables which may arise from 
lighted material falling thereon whilst in use 

It is not customary to apply this clause to private houses; the 
clause usually applies to trade premises, like billiard saloons. 

Buildings in Course of Erection and Unoccupied Premises 

Due notice to be given to the Company if and when the said building 
becomes occupied and a suitable extra premium paid if required 

This clause enables the company to reconsider the fire rate and 
re-describe the buildings as and when the premises are occupied or 
re-occupied. 

Cinemas 

Warranted that provision be made for the carrying out of an 
examination of the auditorium for smouldering matches, tobacco, or 
other material at the close of each day's final performance and for 
signed reports to be made thereon nightly by the employee or em- 
ployees detailed to make the examination, and for such reports to 
be checked at least weekly by the management 
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If this warranty is not applied, it is customary to load the rate 
Cold Stores 

It is a condition of this insurance that the Company shall not be 
liable for destruction or damage which may be caused by the change 
of temperature resulting from the total or partial destruction or 
disablement by fire of the refrigerating plant 

Policies insuring perishable goods m cold storage warehouses 
frequently contam this clause which makes it clear that the policy will 
not apply to property damaged following destruction or disablement 
by fire of the refrigerating plant. 

For a small additional rate, however, companies are prepared to 
cover this extra risk in which event the following clause is inserted m 
lieu of the above — 

Notwithstanding anything herein contained to the contrary the 
Company is liable for destruction or damage which may be caused 
by the change of temperature resulting from the total or partial 
destruction or disablement by fire of the refrigerating plant 

Coopers 

Warranted that no firing of casks be done therein and that all 
sawdust, shavings and other refuse be removed daily out of the 
buildings and all buildings communicating therewith and that no 
drying of timber by artificial heat be carried on 

Drapers, Haberdashers, etc. (Retail) 

Warranted that there be no unenclosed lights m the shop or win- 
dows, and that no goods be hung above any gas or other lights within 
twelve inches thereof 

In addition to the assistants' clause (for wording see General Section), 
the above warranty applies to contents msurance. 

Dwelling Houses 

It will be remembered that, m the case of private dwelling house 
insurances, the particular type of policy form applicable provided 
certam extensions of cover. Where, however, it is desired to insure 
dwelling houses — buildings or contents — along with other types of 
property on the Standard Fire Policy form, these extensions are not 
automatically given by this policy and the following clauses require to 
be added to the Standard Fire Policy m respect of the particular 
dwelling house item(s) — 

Building and I or Contents 

It is hereby declared and agreed that the insurance by item 
of this pohcy, notwithstanding anything herem stated to the con- 
trary, extends to include destruction of or damage to the property 
to which said item applies by — 

{a) Fire occasioned by or happening through its own Spontaneous 
Fermentation or Heating * 



WARRANTIES, CLAUSES, AND CONDITIONS 


43 

(b) Subterranean* Fire, Earthquake (other than destruction of or 

damage to buildings and loss of rent caused by Earthquake 
Shock). 

(c) Explosion. 

(d) Fire occasioned by Riot or Civil Commotion 

Excluding as regards Items (c) and (d) destruction or damage directly 
or indirectly occasioned by or happening through or in consequence 
of— 

(1) War, Invasion, Act of Foreign Enemy, Hostilities (whether 

War be declared or not), Civil War, Rebellion, Revolution, 
Insurrection or Military or Usurped Power. 

(2) In Eire and Northern Ireland — Riot or Civil Commotion. 

Subject to all the terms and conditions of the policy except insofar 
as they may be hereby expressly varied. 

Contents Only 

(In addition to above clause) 

It is agreed that property insured by the item of this 

policy is held covered, if and so far as such property is not otherwise 
insured, to the extent of 15 per cent of the sum insured thereon 
whilst temporarily removed but remammg m Great Britain, Ireland 
and Northern Ireland Property for Sale or Exhibition and Property 
m Furniture Depositories is not insured. 

It is further agreed that m case of destruction or loss at the Insured’s 
private house the amount insured on the Contents thereof shall be 
the total sum insured of said item reduced by an amount representing 
the value (but not exceeding the said 15 per cent) of the property 
temporarily removed to other places and covered m accordance with 
the above agreement. 

N.B Personal Effects belonging to such members of the Insured's 
Family or Domestic Servants as permanently reside upon the premises 
are included in the Insurance by said item but this protection shall 
not be deemed to give any right under this policy to any person 
other than the Insured. 

Furniture Dealers (Retail) 

Warranted that no woodworking or upholstering be done. 

The assistants" clause (see General Section) will also apply. 

Furniture Depositories 

The hereby insured also covered whilst at the 

Depository either in vans or m course of loading or unloading, packing 
or unpacking or whilst awaiting final storage (but for a period not 
exceeding 14 days) and when temporarily removed for the purpose 
of inspection to some part or parts of the Depository other than those 
specified m the policy. 

The above clause is not actually a limitation. It applies to furniture 
or goods insured by the depository owner . 
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Jewellers 

No one article of Jewellery to be deemed of greater value than 5 
per cent of the sum insured by (Item No of) this policy 

Further, in addition to the above limit, unset precious stones would 
also be excluded from stock insurances owing to the difficulty of 
arriving at a suitable basis for loss settlement. 

Paint Dealers or Oil and Colourmen 

Warranted that no oil be boiled or gold size heated or prepared 
and no vegetable black or lampblack kept m the aforesaid premises 
and that no petroleum, paraffin or other mineral oil or liquid product 
thereof or naphtha, be deposited or kept for sale or for mixing of 
colours therein 

A suitable oil warranty also applies (see under “Saleshops” 
hereafter). 

Pawnbrokers 

In case of destruction or damage by fire or any other peril hereby 
insured against no Pledge or Deposit is to be deemed of greater value 
than the loan made thereon together with the profit or interest then 
due and 25 per cent on the amount of said loan, which the Insured 
is liable to pay under the 27th Section of the Pawnbrokers Act, 
1872, but no claim for the aforesaid 25 per cent shall be payable 
(anything m the conditions endorsed on this Policy to the contrary 
notwithstanding) except on production of the Pawnticket or (if same 
be lost) of the declaration relating thereto, together with the Pawner’s 
receipt for the sum sought to be recovered on such claim 

This clause limits the amount recoverable on pledges and deposits 
as indicated Furthermore, pledges and deposits would be insured by 
a separate item from other stock 

Photographers 

No one negative shall be deemed to be of greater value than 

and the Company shall not be liable for any negative more 
than seven years old 

Public Halls, e.g. Town Halls, Baths, Assembly Rooms 

Warranted that not more than dramatic performances 

involving the use of scenery or cinematograph performances be given 
m any one year 

Owing to the occasional hiring of these halls to dramatic societies 
and for cinematograph entertamments, it is advisable to limit the 
number of performances This clause draws the insured's attention 
to the necessity for advising the company if it is desired to hold more 
performances than the maximum allowed, whereupon the company 
will adjust the rate to meet the changed circumstances 
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Saleshops 

Assistants * Clause 

It is hereby declared and agreed that the maximum number of 
assistants, including all hands m the employ of the occupier and 
working on the premises, whether actually employed in the sale of 
goods or not, except outside Messengers, outside Porters, Domestic 
Servants, hands employed exclusively in Counting Houses or for the 
purpose of a Restaurant trade and hands temporarily engaged for 
special sales and holiday seasons, shall not at any time during the 
currency of this policy exceed 

The above warranty is inserted for insurances for retail grocers, 
ironmongers and hardware dealers, oil shops, furniture dealers, 
drapers, and upholsterers. 

It is usual to limit the number of assistants to twenty, if the 
assistants exceed this number, an mcreased rate is usually applied. 

In addition, policies for grocers, ironmongers and hardware dealers, 
and oil shops should contain one of the following oil warranties. The 
application of oil clause A {which prohibits mineral oils) would normally 
result in a lower rate being charged as compared with that charged if 
oil clause B (which permits mineral oil not flashing below 73 0 F.) were 
substituted. If neither clause applied, probably a still higher rate would 
be charged, as general storage of all classes of oils would be permitted. 

Oil Clause A 

Warranted that there be no storage or deposit for sale m the afore- 
said buildmg(s) of Petroleum or other Mineral Oil or liquid product 
thereof. 

The storage or deposit for sale of Oil or Spirit as undermentioned 
is not to be deemed a breach of the above-mentioned Warranty. 

(1) Oil consisting of a mixture of Animal or Vegetable Oil with 

Mineral Oil m unopened vessels of not more than 1 pint 
capacity 

(2) Not exceeding 6 gallons of Oil, not flashing below 3oo°F. m 

unopened vessels of not more than 1 gallon capacity 

(3) Not exceeding 3 gallons of Mineral Oil or Mineral Spirit, 

flashing below 300° F. in securely stopped vessels of glass, 
earthenware or metal and of a capacity not exceeding 1 pint 
each, or in Capsules contamed in closed metal boxes with 
the exception of a quantity not exceeding one gross displayed 
for sale 

Oil Clause B 

Warranted that there be no storage or deposit for sale m the 
aforesaid buildmg(s) of Petroleum or other Mineral Oil or liquid 
product thereof giving off an inflammable vapour under 73 0 F. 

Unoccupied Buildings (Wholly or Partly Unoccupied) 

Notice to be given to the Company when (the unoccupied portion (s) 
of the) above buildings become (s) occupied and a suitable extra 
premium paid if required 
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This clause ensures that offices receive immediate notice of the 
occupancy of vacant buildings or vacant portions of buildings. 

GENERAL CLAUSES 

The second part of the study of the operation of clauses, viz. clauses 
m general use, as distinct from clauses relating to specific trades, will 
now be considered. 

Account Books 

The Company will only be liable m respect of the said Account 
Books for their value as stationery together with costs m wntmg-up. 
Any value they may be to the Insured owing to the information they 
contam is expressly excluded from the msurance 

Printed condition 3 of the Standard Fire Policy excludes business 
books, etc., unless specifically mentioned. Accordingly it is necessary, 
where it is desired to cover such books, to make specific reference 
thereto m the typewritten portion of the policy and in this event it 
is usual to limit the extent of the company's liability as above. 

Accumulator Charging 

It is understood that accumulator charging is allowed provided the 
accumulators stand on an incombustible base and not m proximity 
to woodwork or other combustible material Destruction of or damage 
to Accumulators occasioned by or happening through their under- 
going a process of charging is not covered 

In wireless shops, cycle dealers, motor garages and other premises 
where accumulator charging is or may be done, it is desirable to 
limit the company's liability and control the charging arrangements 
by the above clause. 

Additional Insurances Clause 

The aforesaid buildings are more particularly described in this 
Company’s Fire Policy No or such other Policy as may be 

substituted by the Company m lieu thereof The insurance hereby 
is declared to be subject to the same Warranties, Terms and Condi- 
tions as are or shall be contamed therein, and Endorsements, if any, 
now or hereafter attached thereto so far as the same may be 
applicable. 

Sometimes an office is requested to effect an additional policy 
covering property already insured by an existing policy with the same 
office, and to avoid repetition of clauses and warranties already 
appealing in the latter policy, particularly if the additional policy is 
for a short period, the above clause is inserted in the additional 
policy. 

Average Clauses 

Both the text and operation of these clauses have been considered in 
Chapter VII and require no further comment. 
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Contract Price Clause 

It is hereby declared and agreed that in respect only of goods 
sold but not delivered for which the Insured is responsible and with 
regard to which under the conditions of sale the sale contract is by 
reason of the fire cancelled, either wholly or to the extent of the loss 
or damage, the liability of the Company shall be based on the con- 
tract price, and for the purpose of Average the value of all goods 
to which this clause would in the event of loss or damage be applicable 
shall be ascertained on the same basis. 

This clause is sometimes applied to policies on merchandise and is 
self-explanatory. 

The reference to average will be noted and it should be added that 
where this clause is applied, it is the practice to apply average as a 
matter of course 

Electrical or Dynamo Clause 

This policy does not extend to cover any destruction of or damage 
to Dynamos, Motors or any portion of the Electrical Installation 
directly caused by abnormal currents or self-heating 

Whenever dynamos, electro motors or other electrical apparatus are 
insured, the above clause should be applied. It is not usually applied 
where the only electrical apparatus on the premises is used for domestic 
purposes, e g a wireless set. The self-ignition nsk may usually be 
covered by charging an additional rate, and in such cases the following 
clause will apply in place of the electrical clause — 

In consideration of the payment of an additional premium of 
£ it is hereby declared and agreed that subject otherwise to 

the conditions of this policy damage to or destruction of property in- 
sured by Item No. of this policy by self-ignition will be deemed to 
be damage or destruction by fire within the meaning of this policy. 

Fireproof Doors 

Warranted that all Fireproof doors be kept closed except during 
working hours and be maintained in efficient working order during 
the currency of this policy. 

Identification Clause 

Warranted that the said property is the only property so situate 
and answering to the foregoing description m which the Insured is 
interested. 

Where an incomplete description of insured property is provided 
and to avoid the possibility of an insured, owning more than one 
property each of which would answer to the limited description, 
insuring only one of the properties and relying on such insurance in 
case of loss to apply to any of the said properties, the above warranty 
is applied. 

Lampblack and Vegetable Black 

(a) Warranted that no vegetable black or lampblack is kept. 

or 
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(b) Not more than lbs of lampblack (or vegetable black) 

be allowed to be kept and only on the understanding that the said 
substance is kept in a metal vessel, placed on a stone flag at least 
12 in from any woodwork or other combustible material 

The liability to spontaneous combustion of the substances referred 
to necessitates either (a) prohibition of their storage, or (6) restriction 
as to quantities and method of storage 

Plans, Drawings, Tracings, and Designs 

The Company will be liable m case of destruction or damage only 
for the value of the paper, and the sums expended m labour on each 
Tracing, Drawing or Plan and not for any value which they may be 
to the Insured on account of the information they contain. 

Prmted condition No 3 of the Standard Fire Policy excludes 
property of this nature Where such property is specifically included 
m the insurance, the liability of the company is limited as above. 

Rent 

The Company will be liable m respect of the said Rent m the event 
only of the building being destroyed or so damaged by fire or other 
peril hereby insured against as to be untenantable, and if the period 
necessary for reinstatement is less than the term of Rent insured 
the Company shall not be liable for more than a rateable proportion 
of the sum insured 

Where a policy contains an item on rent, this (or similar) clause is 
applied. 



CHAPTER X 


Practical Policy Drafting 

After some of the general aspects of fire policy drafting (including 
the Standard Fire Policy and conditions, the clauses and warranties 
inserted m specific circumstances, the conditions under which plurality 
of risk and the application of average anse) have been considered, it 
is now possible to proceed a stage further and put the “theory into 
practice/' 

GENERAL POINTS IN CONNECTION WITH POLICY DRAFTING 

It will have been noted m previous chapters that several considera- 
tions have a general application, e.g. the reference to situation, 
construction, occupation. In addition, for most trade premises, 
consideration has to be given to whether or not reference should be 
made to other features like heating, power, lighting. It is not possible 
to lay down any definite or dogmatic rule m connection with these 
aspects, but it is thought that the following general comments will 
clarify the position. 

The following features are referred to in all policies — 

Situation, Construction, Occupation. The situation and the nature 
of the construction and occupation of the premises insured should 
always be stated. These identify the risk and, furthermore, enable 
the company to consider their line of action if any change occurs. 

The undemoted features are not usually referred to in the case of 
simple risks, 1 e. private dwelling houses, small saleshops, offices and 
the like, but in all other cases thought should be given to the necessity 
or desirability of incorporating suitable reference in the policy. 

Height (i e. the number of floors or stones). Generally speaking this 
need only be stated when an increase in the height might necessitate 
reconsideration of the rate or where the company desires to restrict, 
for example, certain hazardous processes or matenals to a specified 
storey or storeys. 

Lighting. When, as is normally the case, lighting is only by electricity 
from pubhc mains, it is generally speaking not necessary to specify 
the form of lighting. When the lighting is otherwise, however 
(including electricity generated on the premises), it is the practice to 
specify the particular form of lighting in use so as to prohibit any 
more hazardous form of lighting. Where the calculation of the rate 
for the premises has been based on the existence of a particular 
method of lighting and where reconsideration of the rate would be 
necessary m the event of a change, the nature of the lighting should 
be specified. The form of wording used is — 

Lighted only by (here specify the particular method, 

e g electricity, gas) 
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Also if, as is the case for certain risks, a discount for lighting is made, 
this too would call for a reference in the policy. 

Heating. The question whether reference should be made to the 
form of heating depends upon the particular trade and form of heating 
used Experience shows that certain forms of heating need not be 
mentioned m the policy except in the case of particular trades, whereas 
other methods of heating require to be specified in all cases As a 
general rule, however, if the premises are heated otherwise than by 
electric radiators, ordinary fireplaces, gas stoves, steam heated air or 
water, or steam entermg the pipes at a temperature below 300° F., 
the actual form of heating m use should be specified m the policy 
Sometimes the wording is amplified so as to ensure compliance with 
fire prevention requirements, for instance 

Heated by slow combustion stove standing secure on an incom- 
bustible base and having not more than 3 ft of smoke pipe. 

Power. If an increased rate would be required where (a) power is 
used or (b) an increase of or change m the existing power is made, the 
following warranties should be inserted respectively — 

(a) Warranted no power driven machinery is used. 

(&) Said machines are worked by a (e g a 5 h.p, electro 

motor) 

Processes. The processes carried on m premises are either detailed 
or described by a general statement according to the class of risk and 
particular hazards. In simple risks it may be sufficient to state merely 
the trade earned on, e g retail grocers ; m others it may be necessary 
to specify the actual processes carried on so that, m effect, unspecified 
processes are prohibited No hard or fast rule can be laid down, but 
experience will indicate the appropriate method m each case. 

Storage. Where goods of a hazardous nature are used or stored, it 
is customary to apply a warranty defining the nature and quantity of 
such goods stored and in some cases the method of storage The 
warranty m connection with lampblack storage will be remembered. 

Waste Removal. Wherever waste from trade processes arises, a 
warranty should be inserted providing for its periodic removal either 
from the process building or from the premises entirely and in some 
cases for the safe custody whilst on the premises. For example, if 
woodworking is done, the following warranty applies — 

Warranted that all shavmgs, sawdust and other refuse be swept 
up and removed daily from the said buildings 

Oily waste, greasy cloths, etc , found, for example, m a printers* 
risk would require in the policy draft a warranty of the following 
nature — 

Warranted that all oily and/or dirty waste and greasy cleaning 
cloths are placed m metal receptacles and removed daily from the 
premises before closing andVttMtvpape]} cuttings and/or trade refuse 
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be swept up and bagged daily and removed from the premises at least 
once a week 

External Hazard. External hazard (or exposure) is the risk to be 
apprehended from adjoining or adjacent premises or from other 
outside sources. This is not generally referred to in the policy, but 
some exceptions apply, eg. an insurance on timber in a sawmill 
where the rate for the timber varies according to its distance from 
the sawmill. In the case of buildings having openmgs into a common 
area, reference to such exposure is sometimes made in the policy. 

Tenants. If the property is occupied by more than one tenant, 
other than for residential or office purposes, there should be a reference 
in the pokey to the other occupations. The company thereby provide 
for notification by the insured of any tenancy variation and can there- 
upon adjust the policy accordingly, if need be. The question of 
application of warranties m conjunction with tenancy occupation in 
Chapter VIII will be recalled. 

PRACTICAL POINTS 

It will be recalled that the three following sources provide the 
material for policy drafts — 

1. Correspondence. 

2. Proposal form. 

3. Survey particulars 

Survey particulars may call for some further comment. Most 
premises, other than dwellings, offices and small saleshops, are the 
subject of a survey report which is made by the company's surveyor 
and in the case of (a) premises comprising more than one building, (b) 
one building of fairly substantial area, and (c) one building forming 
part of a block of buildings, i e. in a mam street, it is customary to 
supplement the report with a plan of the premises and its surroundings 
Reports (with or without plans) form the basis for most policy drafts 
and contain the descriptive features of the risks such as situation, 
occupation, construction, height, processes, power, etc. It should be 
borne in mind that reports are only the basis of policy drafts and the 
preceding remarks on the material that should appear in the drafts 
will be remembered. On no account should the error be made of 
copying verbatim the substance of a report for the purpose of a draft. 
Plans, too, have a particular significance. It is possible thereby to 
see immediately which buildings communicate and can be insured in 
one amount or which buildings are to be regarded as self-contained 
and insured separately. The comments in Chapters VI and VII 
dealing with plurality of risk and average should be apphed in this 
connection. Some difficulty, too, at first might be experienced in 
appreciating the significance of the symbols shown on plans and to 
aid the reader his attention is drawn to the Appendix which provides 
an explanation of the symbols which are normally encountered in 
plans. 
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Assume a trader has contacted the company with a request for 
cover, on the following lines — 


The Wharfedale Stores, 
Stanton Lane, 
Hortley, 

LEEDS 


The Manager, 

Insurance Co., Ltd , 

LEEDS 


27 th December , 


Dear Sir, 

Will you insure my building and contents of shop premises as 
above for £5,000 and £2,000 respectively? Please let me know the 
amount due and I will forward the appropriate premium. 

Yours truly, 

JOHN T CUNLIFFE 
(Proprietor) 

The company, after ascertaining that their records did not reveal 
any untoward circumstances, e g previous declinature, regarding the 
proposal or the premises, would reply as follows — 

Insurance Company, Ltd 
LEEDS 
2 8th December , 

J T Cunliffe, Esq , 

The Wharfedale Stores, 

Stanton Lane, 

Hortley, 

LEEDS 


Dear Sir, 

We thank you for your letter of yesterday’s date and have 
pleasure m enclosing cover note pending receipt of further par- 
ticulars. Kmdly complete and return the enclosed proposal 
form to this address 

Yours truly. 


From the information contained m the proposal form when returned, 
it is evident that a survey is necessary. It subsequently transpires 
that the proposed sums insured appear to be inadequate, that the 
premises comprise more than one risk so that further divisions of 
amount are required, and it is also evident that there are risk improve- 
ments that should be effected. 
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The plan and report are as follows — 

John Turner Cunliffe, t/a The Wharfedale Stores, Stanton Lane, 
Hortley, Leeds, Ironmongers and General Dealers 


Str ntoh 



No op 

Height 

Description 

Communication 

1 

3 stys 

Dwghse General Dlrs S’shop No oils 
Tbr partitioned 

— 

2 

1 sty 

Pte Gar 

— 

3 

1 ,, 

Oil Eng hse 

— 

4 

1 „ 

Tbr bit W’shop Small circ saw yin 
for dom. purps only wkd by el 
motor from oil eng m 3 0 p htd by 
P S secly fixed and clear of combi 
mtl but not on an mcomb base and 
without a kerb There is an undue 
accumulation of shavings 


5 

3 stys 

Whse for Ironmongery & General Gds 
50 gin drum of Pfin. yin 

— 


Bldgs B S S T ex as stated Ltd by electy from oil eng m 3 o p. 
Htd by ordy fires ex. as stated 
NoFE A 


Revised Schedule of Values 


(as obtained by Surveyor or by subsequent correspondence) 


No 0 p 

Bldgs 

Fxtes & 
Fttgs 

Stock 

Other Contents 

Total 

Rate 


£ 

£ 

£ 

£ 

£ 

5 d 

1 

3,poo 

1,500 

2,500 

— 

7,000 

2 - 

2 

750 

— 

— 

200 

950 

2 6 



— 

. — 

( Oil Engine 250 \ 



3 

200 



< Other > 

5°° 

5 “ 





{ Contents 50 j 



4 

150 

— 

— 

350 

500 

7 6 

5 

2,000 

250 

3,000 

— 

5> 2 5° 

5 - 


£6,100 

£1.750 

£5.500 

£85° 

£14,200 : 



" 
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Recommendations for Risk Improvements — 

1 If paraffin is removed from No 5 o p to No 3 op, the rate for No 5 o p 
can be reduced to 2s 6d per cent 

2 Pipe stove m No 4 o p to stand on stone base and kerb to be provided 

3 Waste to be removed from No 4 op at least once a week 

The insured is advised that he is being held covered for the revised 
amount of £14,200 and at the same time the recommendations are 
brought to his notice In due course the company is informed by 
the insured that the improvements have been carried out and a 
further survey confirms the position. The papers are passed on to 
the policy drafting department and the draft is as follows — 

John Turner Cunliffe, 

trading as The Wharfedale Stores, Stanton Lane, Hortley, Leeds, 
Yorkshire Ironmongers and General Dealers 
Policy No 


Item No 

Description of Property Insured 

Sum Insured 

1 

The bldg, of The Wharfedale Stores sit. Stanton Lane 

£ 


afsd occd as P D H Ironmongers and General 



Dlrs S' shop marked No 1 0 p 

3,000 

2 

Tde Fxtes & Fttgs yin 

1,500 

3 

Stk & Matls m tde yin . . 

2,500 

4 

Bldg pte gar No 2 0 p 

750 

5 

Cts other than Motor Vehs ym. 

200 

6 

Bldg Eng Hse No 3 0 p 

200 

7 

Oil Eng ym 

250 

8 

Cts other than ppty refd to in It 7 yin. 

50 

9 

Bldg No 4 0 p tbr bit w’shop circ saw ym wkd by 



el motor htd by P S 

150 

xo 

Cts ym . ... 

350 

11 

Bldg Ironmongery & General Whse No 5 op 

2,000 

12 

Fxtes & Fttgs ym. 

250 

13 

Other Cts ym .... . 

3,000 



^14,200 


Period of Insurance From Christmas , to Christmas 
Agency 

The afsd bldgs, are all B S S T. except as stated, ltd by el It generated by 
the oil eng. m No 3 o p. Sd Nos op refer to a plan of the prems lodged 
with the company 

The insurance is subject to the following — 

Oil Clause A . . . Its 1/3 and n/13 

Assistants' Warranty (20) . — 

Electrical Clause ... — 

Waste Clause . . Its. 9/10 

It is wtd that sd P S stands sec. on an mcomb. base with flue 
pipe venting clear of all combi, matl 

First Premium £17 17s 6d 
Annual Premium £17 17s 6cU 
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The following comments should be noted — 

1. The omnibus reference to construction and lighting of the 
premises. 

2. The electrical clause is necessary because the policy will include 
the electro motor in No. 4 o.p. 

3 The necessity for the relevant oil clause and assistants' warranty 
will be apparent. 

4. There is no reference to the normal methods of heating, but the 
draft, in view of the extra hazard involved, nghtly specifically refers 
to the pipe stove m No. 4 o.p. 

5. The shavings and pipe stove clauses are essential because the 
rates charged are subject to compliance therewith. 

6. There is no need to refer to height as it has little or no bearing 
on the fire risk or the rate charged. 

7. In practice, sometimes a copy of the plan is attached to the 
policy so that the insured can clearly identify the buildings which are 
insured. 

There only remains the question of premium calculation and, 
bearing in mind the suggestions contained in Chapter V, the following 
summary determines the appropriate premium (already shown in the 
policy draft) — 


25 

25 6 d 

5 s 

75 6 d. 

£ 

£ 

£ 

£ 

3,000 

75° 

200 

150 

1,500 

200 

250 

350 

2,500 

2,000 

50 



250 




3,000 



£7,000 

£ 6,200 

£500 

£500 





£ 

5 d 

£ 

5 d. 

7,000 at 2 - 

7 

0 0 

6,200 at 2 6 

7 

15 0 

500 at 5 - 

1 

5 0 

500 at 7 6 

. . 1 

17 6 

£14,200 


£17 

17 6 


The wording for saleshop insurances and the operation of clauses 
and warranties in connection therewith should next be considered. 
Assume the particulars for the policy draft obtained from corres- 
pondence or from the proposal form to be as follows 
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Insured — John Everett Brown of No 57 Locksley Road, Villaston, 
Worcs , as Owner and The Villaston Permanent Bldg Socy , asMortgagees 


Property 

Occupation 

Sum 

Insured 

1 21 Monkstown Road, Villaston 

Dwghse & Hairdressing Saloon 

£ 

SOO 

2 23 do. 

Dwghse & Greengrocer's S'shop 

600 

3 25 do 

Dwghse & Draper’s S'shop 

900 

4 27 do 

Dwghse & Boot & Shoe S’shop 

800 

5 29 do 

Dwghse & Baker & Confec- 



tioner’s S’shop 

900 

6. 31 do 

Lock-up Fried Fish Sc Chipped 



Potato S’shop . 

4OO 

7 33 do 

Unoccd Dwghse & S'shop 

700 


The policy draft is — 

John Everett Brown of No 57 Locksley Road, Villaston, Worcs , as Owner 
and The Villaston Permanent Bldg Socy , of High Street, Villaston, 

as Mgees 

Policy No 

On the bldgs of the follg ppty all sit m Monkstown Rd , Villaston, afsd — 


Item 

No 

Street 

No 

Description of Property Insured 

Sum 

Insured 

1 

21 

j 

Dwghse & Hairdressing Saloon 

£ 

800 

2 

23 

Dwghse & Greengrocer’s S'shop 

Dwghse & Draper’s S’shop Sub to the 
affxd. Assts. Cl & Drapers’ Cl. 

600 

3 

25 

900 

4 

27 

Dwghse & Boot & Shoe S’shop 

800 

5 

29 

Dwghse & Baker & Confectioner’s S'shop 

900 

6 

31 

Fried Fish & Chipped Potato S’shop 

400 

7 

33 

Unoccd Dwghse & S’shop 

700 




£5. io ° 


Sd bldgs are all B S S T 


Period of Insurance From To 

Agency 

Notice to be given to the office when said unoccd bldg is occd and a suitable 
extra premium paid if required 

Attach: Assts Cl (20) 

Drapers' Cl 

The following should be noted — 

1. The omnibus reference to construction at the end of the draft. 

2. The appropriate warranties are inserted for the respective trades 
as, although the insured does not occupy the premises, he can enforce 
these by terms of his lease. 


First Premium 
Annual Premium 
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3. If the sum insured were equally divided between the respective 
buildings, the draft relating to “ Description of Property insured” 
could be simplified considerably. The following specimen draft 
illustrates this — 

In e p. on the follg dwghses and s’shops sit 21/33 Monkstown 
Rd Villaston, afsd. occd. respiy. by a Hairdresser, Greengrocer, 
Draper (sub to the attd Drapers' and Assts Cls ), Boot and Shoe 
Dlrs Baker and Confectioner, Fried Fish and Chipped Potato Saloon 
and unoccd s’ shop . £ 

An example of a policy draft on a motor garage premises will indicate 
how the drafter proceeds when he is drafting a policy for which there 
are warranties appertaining to the particular trade. 

The surveyor's plan and report are as follows — 


& B Martin, Ltd , Garage Proprietors and Motor Repairers and 
Jacksons, Ltd , Dealers m Carpets and Linoleums, 

275 Guiseley Road, Todmorden 




No. op 

Height 

Refce 
to sty 

Description 

Communi- 

cations 

1 

1 

1 

1 

1 Con fir occd by Insd. as w’shop 
contg. v/s machines for metal work 
and air compressor ■worked by 
secly fixed el motor Remdr 
divided by wd parttns as store 
for accessories, offs showrooms 
and lavs. A little accumulator 
charging done on zinc covered 
table Bk bit comptmt with 
ordy wd doors contg secly 
fixed L.PH.W.A with 3 ft. of 
smoke pipe .... 

2 

2 

2 

1 

Con fir Public Gar. for motor vehs 
Wd stairs to 2nd sty 

1 

2 

2 

2 

Wd. fir. occd by Jacksons Ltd , Dlrs. 
m Carpets & Linoleums as Stk 
Rm and for carpet sewing by 
hand. 

— 


Bldgs B S S.T and m good repair. The waUs of No 1 op are partly wd. 
lined Ltd by El It Htd from Blr m No 1 0 p 

5— (B 392) 
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. i. Insd. (T. & B Martin Ltd.) are Motor Engrs. and Gar. 

Proprietors. No wdwkg done. No petrol stored except 
m tanks of cars and m underground tank outside bldg. 
No i o p 3 Hds employed. No spray painting. 

2. Tenants — Jacksons, Ltd are Carpet and Linoleum Dealers. 
Management . Satisfactory. Bldgs clean and orderly 
Waste . . Depd in Metal bins 

Appls. . . One 2 gin Extr m No i op. Two 2 gin sand buckets 

Previous fires . Nil 

Rate . . 3s 6d. per cent. 

Cover is required for Building £3,000, Rent £450, Contents £1,500 in the name 
of T & B Martin, Ltd 


The policy draft would be as follows — 


T. & B Martin, Ltd , of No. 275 Guiseley Road, Todmorden 
Motor Engineers 


Policy No 


Item 

Description of Property Insured 

Insured 

Sum 

1 

The bldgs and Lids Fxtes attd and belg yto commg 

£ 


part 1 and part 2 stys m hght marked Nos 1 and 2 on the 
Coys plan of the prems sit No 275 Guiseley Rd afsd occd 
by Insd as w'shop accumulator chargmg done yin and 
contg. v/s metal working machines worked by el motor 
and as showroom, gar. stores and offs and part by 
Jacksons, Ltd as stkrm for carpets and linoleum and for 



carpet sewing by hand 

3,000 

2 

Twelve mos rent of sd bldgs Sub to attd Rent Cl 

450 

3 

Stk Fxtes. and Fttgs. and Uts m Tde Machy Shaftg 
Beltg gearing El motors, off. furn and all or contents 
of the sd bldgs not orwise msd but excldg ppty. 


defined m Condition 3 on the back hof 

1,500 

£4.95° 


Agency 

Period of Insurance From Christmas, 19 to Christmas, 19 
Sd bldgs, are B S S.T 

The insce. is sub. to the attd Motor Garage Warranties, dated 
except No 2. 

El. Cl. First Premium , £8 13s 3d 

Rent Cl. Annual Premium £8 13s 3d 

Accumulator Charging Cl. 

In addition to the above clauses the printed form of warranties for 
motor garages would be attached to the policy. These deal with the 
following aspects — 

1. Construction conforms to certain standard. 

2. Not more than one storey in height. 

3. Not lighted otherwise than by gas or electricity. 
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4. Not heated artificially other than by steam (other than super- 
heated steam) or L P.H.W.A. 

5. No steam boiler or power gas producing plant, gas oil or spirit 
engine. 

6. No woodworking other than by one hand 

7. No power woodworking. 

8. No drying by artificial heat of japanned enamel or lacquer goods. 

9. All oily waste placed in metal bins and removed weekly. 

10. No oil motor spirit flashing below 73 0 F. stored other than ten 
gallons in closed tins. 

It will be noted that the electrical, accumulator charging and rent 
clauses are applied in addition to the printed warranties which make 
no reference to these aspects. 



CHAPTER XI 


Specifications 

It will doubtless be apparent that the space on the policy for 
" Description of Property Insured” may not be sufficient to provide 
room for a description of all the items to be covered This difficulty 
is overcome by utilizing additional sheets known as a " Schedule” 
or “ Specification” which are attached to and incorporated m the 
policy. 

PROCEDURE 

If the property in question is insured by one office only, a wording 
as follows will appear on the actual policy face — 

Property as described in the specification hereto attached which is 
incorporated m and forms part of this policy 

The policy form will show the total sum insured, premium, agency, 
policy number, period of insurance, and the specification will then 
contain description, sum insured, warranties and clauses relating to 
each of the various items in respect of the property covered. 

If a specification is utilized when the insurance is shared by two or 
more offices, the wording on the policy face will read as follows — 

Property as described m the specification hereto attached which is 
incorporated m and forms part of this policy but only to the extent 
of per cent of the amount set against each item thereof and 

not exceeding m the aggregate £ 

In the event of loss the Company’s liability is hmited to 
per cent of such loss 

The specification itself is then headed by the words — 

Specification referred to m Policy No. of the 

Insurance Company, Limited. 

and followed by the name, address, and trade of the insured. The 
description of the property insured, item by item, is inserted on the 
basis of the ordinary procedure for policy drafting A typical policy 
and specification set-up are shown on the following page. 

It may be mentioned that frequently, and particularly m the case 
of substantial insurances, it is the practice for the insurance to be 
shared by more than one company, each company havmg a specific 
percentage of the total sum insured, which is then known as the 
specification sum insured. The decision to mterest more than one 
company may, accordmg to the circumstances of each case, be taken 
by the insured, by the broker or the agent or by the leading company 

60 



SPECIFICATIONS 


61 


Policy Face 



The Insured 


Policy No. 

James Smith of No 26 Owen Street, Longndge, Lancs 
Agricultural Engineer 

1078692 

Agency 

Period of Insurance 

Annual Premium 

First Premium 

J Smith, 
Longndge 

From 27th June, 1953 

To Midsummer, 1954 
at Four o’clock 

£37 0 0 

£36 15 0 


in the afternoon 




Description of Property Insured Sum Insured 

Property as described m the specification hereto attached 
which is incorporated m and forms part of this policy but only 
to the extent of io per cent of the amount set against each 
item thereof and not exceeding m the aggregate . . . £iy,ooo 

In the event of loss the Company's liability is limited to io 
per cent of such loss 


The Specification would then appear as follows — 

Specification referred to in Policy No 1078692 of the Insurance 

Company, Limited, m the name of James Smith of No 26 Owen Street, Longndge, 
Lancs Agricultural Engineer 


Item No 

Plan No 

Descnption of Property Insured 

Sum Insured 



(Here would appear the policy word- 
ing on the usual lmes , the sums 
insured inserted would be the total 
figure and not 10 per cent of the total 
sum insured — the percentage for which 
the above policy is responsible ) 



The company may desire to bring their commitment to an amount 
less than the total sum insured In all such cases it is the duty of the 
leading office (or possibly the brokers) to draft the policy wording, 
calculate the premium and forward to each of the co-msuring offices 
a copy of what is known as the “rate and wording” with a copy of 
the specification, a note of all clauses requiting to be applied, particulars 
of the total (i.e. schedule) sum insured and premium, and of the 
co-insurmg offices" proportion of the specification sum insured and 
premium. This aspect should be borne in mind when the specification 
is typed, stencilled or printed, so that the necessary number of additional 
copies for the co-insurmg offices may be available. 





62 


FIRE POLICY DRAFTING AND ENDORSEMENTS 


Under this procedure all the interested companies' policies, when 
issued, will be identical (except as regards the proportion of the 
insurance undertaken) and there will consequently be concurrency of 
wording, thus facilitating the settlement between the various offices 
interested, and the msured, of any losses which may occur. 

The advantages to the insured of scheduling the insurance as 
compared with effecting separate insurances not on a specification 
basis with more than one company are — 

1 The specification shows at a glance the total sum msured as 
regards each item Separate insurances would necessitate cumulating 
the several sums insured by each individual policy. 

2. The insured is relieved by the leading office of the necessity of 
communicating separately with every mterested office when the insur- 
ance is effected, when an alteration is required and when a loss occurs 
as all the work m notifying the participating companies of the loss 
particulars is undertaken by the leading office on his behalf (unless 
undertaken by the brokers). In addition the leading office may collect 
the whole of the premium for the insurance and allocate this amongst 
the co-insunng offices. 

The leading office is, of course, responsible for the correct drafting 
of the wording and premium calculation, but it is the practice of most 
companies on receipt from the leading office of the wordmg and 
premium calculation to take up withm a reasonable time (usually 
four days) any point of difference with the leading company so that 
any errors may be rectified before all the interested companies prepare 
and issue their policies. It is the practice of the leading company to 
insert its name on the specification and to advise the co-msunng com- 
panies that it has approved the wordmg and premium calculation. It 
is, however, undesirable for the leading office to use the phrase 

Approved by 

The Insurance Company, Ltd. 

as this might be misinterpreted by the msured to imply that the 
leading office approved the sums insured as representing, for example, 
full value, whereas the intention is, of course, to indicate that the 
leading office approves the wordmg of the specification It is, therefore, 
preferable not to use on specifications for attachment to policies issued 
to the insured the words “Approved by." 

ARRANGEMENT OF SPECIFICATION 

The arrangement of specifications should next be considered. There 
are two forms — 

i. The single-column specification. 

2 The multi-column specification. 
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Both forms of specifications have their points of merit. The single- 
column specification which is designed as follows — 


Item No 

Plan. No. 

Property Covered 

| Sum Insured 




£ 


is simple, and where the property insured comprises only a few items, 
it will be appropriate On the other hand, the multi-column specifica- 
tion has gamed popularity in recent years, and most large insurances 
contammg many items are drafted on this type of specification The 
multi-column specification should be adopted whenever practicable and 
appropriate. It will be found that there are two methods of arranging 
the column headings in regard to the divisions of amount on each 
separate class of property, i.e. those relating to building, machinery, 
etc. 

1. A complete definition at the head of the respective columns of 
the class of property insured (see example “A” below) 

2. A brief description at the head of the respective columns of the 
class of property insured, the full definition being stated elsewhere 
in the policy (see example “B” below). 

Example “ A ” — Complete definition contained in the column 
headings — 


(I) 

Item 

No 

(2) 

Plan 

No 

1 

(3) 

Descrip- 
tion of 
Property 
Insured 

(4) i 

I 

Buildings 

including 

Land- 

lord’s 

Fixtures 

and 

Fittings. 

(5) 

Machinery, 
Shafting, 
Belting, 
Gearing, 
Pipes, 
Electrical 
Installa- 
tions and 
Motors, 
Steam, Gas 
or Chi 
Engines, 
Steam 
Boilers, 
Economi- 
sers and 
Power Gas 
Producing 
Apparatus 
and all 
Appliances 
belonging 
thereto and 
including 
the 

foundations 

thereof 

(6) 

Tenants’ 

Fixtures, 

Fittings 

and 

Utensils 

in Trade, 

Office 

Furniture, 

Fixtures 

and 

Fittings, 

Printed 

Books, 

Unused 

Station- 

ery, 

Safes, 
Tele- 
phones 
and all 
other 
Contents 
excluding 
Stock m 
Trade and 
Property 
Insured 
by Cols 5 
and 8 
hereof 

(7) 

Stock in 

Trade 

the 

Property 
of the 
Insured 
or held 
by them 
in. trust 
or on 

com- 
mission 
for 
which 
they are 
respon- 
sible 

(8) 

! As 

specified 

(9) 

On . 
Months’ 
Rent, 
each 

Item 

being 

separately 

but 

similarly 

subiect 

to the 

aftermen- 

tioned 

Rent 

Condition 

(10) 

; Total 




£ 

£ 

£ 

£ 

| 

i 

£ 

£ 

£ 

1 

z 

Mainten- 










ance 

2,000 

500 

— 

200 

— 

50 

2,750 



Workshop 
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Example “ B ” — Brief description in the column headings — 

The property insured by Columns 4/9 of this Specification is declared to 
be as follows — 

Column 4. Buildings, including Landlord’s Fixtures and Fittings 

Column 5. Machinery, Shafting, Belting, Gearing, Pipes, Electrical 
Installations and Motors, Steam, Gas or Oil Engines, 
Steam Boilers, Economisers and Power Gas Producing 
Apparatus and all Appliances belonging thereto and 
including the foundations thereof 

Column 6. Tenants’ Fixtures, Fittings and Utensils m Trade, Office 
Furniture, Fixtures and Fittings, Printed Books, Unused 
Stationery, Safes, Telephones and all other Contents 
excluding Stock m Trade and property insured under 
Columns 5 and 8 hereof 

Column 7. Stock m Trade the property of the Insured or held by 
them in trust or on commission for which they are 
responsible 

Column 8. As specified. 

Column 9. Months’ Rent each item being separately but 

similarly subject to the aftermentioned Rent Condition 


Item 

No 

(*> 

Plan 

No 

(a) 

Descrip- 
tion of 
Property 

Buildings, 

etc 

(4) 

Machinery, 

etc 

(5) 

Tenant’s 

Fixtures, 

etc 

(6) 

Stock 

in 

Trade 

(7) 

As I 
Specified 

(8) 

On 

Month’s 

Rent 

(9) 

Total 

(10) 




£ 

£ 

£ 

£ 

£ 

£ 

£ 

1 

1 

Mainten- 










ance 










Workshop 

2,000 

500 

— 

200 

— 

50 

2,750 


Note In some cases, notably where a charge for height is made, it might be expedient to have a 
further column headed “Height ’* 


These column headings will be found self-explanatory and call for 
little further comment. It will be recalled that the question of sub- 
division of the sum insured between building and contents was referred 
to at some length m Chapter VI. 

If several buildings separately numbered on the plan are msured 
in one amount, e.g buildings Nos 1, 2, 3, and 5 on plan, the reference 
in column 2 would be “ 1, 2, 3, and 5 ” not “ 1/3 and 5 ” The reason for 
this is that there may be buildings numbered iA, iB, 2A on plan, 
etc., which are the subject of insurance by another item or are not 
insured, and the use of “1/3 and 5” would incorrectly incorporate 
iA, iB, 2A within the scope of the item. 

The reader is referred to the two drafts at the end of this chapter 
arranged on (a) a single-column basis, and (b) a multi-column basis. 

WORDING OF COLUMN HEADINGS 

Two schools of thought exist regardmg specification wordings, and 
each has favourable features The first view is that the wordings 
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should be as complete as possible. A form of specification wording 
for a movable contents item of a specification for a large insurance is 
as follows — 

Machinery, Shafting, Belting, Gearing, Piping, Pumps, Fixtures, 
Fittings, Racks, Telephones, Benches, Tools (Insured's own only), 
Trade and Office Furniture, Printed Books, and Unused Stationery, 
Heating and Hoisting Apparatus, Employees’ Clothing and Personal 
Effects, National Insurance Stamps and Cards, Electric Installations 
and Motors and all Fixed and Movable Utensils including China, 
Glass, Looking Glasses, Mirrors, Clocks and Mathematical and Scien- 
tific Instruments and all other contents (excluding property specified 
m Columns and in Condition No 3 on back hereof) all the 

property of the Insured or held by them m trust or on commission for 
which they are responsible. 

The insured is left in little doubt as to what property is insured, 
and accordingly such a wording serves as a guide to the insured for 
the fixing of the sum insured. It could, however, call for numerous 
endorsements to include property acquired after policy issue which 
is not included m the above description. 

On the other hand, the second school of thought aims at brevity 
by the use of more general terms in regard to the classes of property 
covered, and the author subscribes to the latter, as it is thought that 
this method has not only the advantage of brevity but also of wideness 
m its scope, and achieves the same result The example as follows 
demonstrates this — 

Plant and Machinery of every description and all other Contents 
not more specifically msured (excludmg property specified in Columns 
and m Condition No. 3 on the back hereof), the property 
of the Insured or held by them m trust for which they are responsible. 

ARRANGEMENT OF SPECIFICATIONS 

So much for the wording of column headings. A feature, however, 
to which the author contends insufficient attention has been paid in 
the past is the general arrangement of specifications other than the 
column headings and descriptive matter which pertain to individual 
policies No uniform practice has been adopted by companies or 
brokers to ensure consistency of lay-out and order of all policy drafts. 
Admittedly it is not practicable to be dogmatic on this point , such 
arrangements have of necessity to be elastic to meet individual require- 
ments and tastes. Nevertheless it is contended that a broad basis would 
be advantageous and could be generally agreed. For instance, perusal 
of a typical current policy indicates the following arrangement — 

1. Situation. 

2. Clauses re Basis of Indemnity, e g average, remstatement (see 
Chapter XIII). 
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3. Restrictive Warranties, e.g. waste warranty, assistants’ clause. 

4. Extensions Relating to Property Insured, eg. architects’ fees, 
consulting engineers’ fees. 

5. Statement of Fire Extinguishing Appliances on the premises and 
warranty regarding efficient maintenance. 

6. Limitation of Fire Cover, e.g. electrical clause. 

7. Extensions Relating to Perils Covered, e.g. explosion, not, 
aircraft. 

8. Declaration — insurance conditions. 

9. Long Term Discount — deduction and agreement reference. 

The individual comments in connection with Nos. 4 to 9 are dealt 
with subsequently. The intent of this passage is to suggest the 
necessity of uniformity and logicality. 

It is submitted that the following sequence achieves this object — 


Previous Reference 
above 

1 Situation ...... .1 

2 Restrictive warranties . . . . 3 

3 Extensions relating to perils covered . . 7 

4. Extensions relating to property covered . . 4 

5 Limitation of fire cover . 6 

6 Basis of indemnity . . . 2 

7 Declaration wording . 8 

8 Fire extinguishing appliances . . 5 

9 Long-term discount .... 9 


The changes in order which are suggested are not without meaning, 
viz. — 

( a ) The restrictive warranties should be given early prommence. 

(b) It is logical that the extensions and limitations of both perils 
and property covered should have early reference m the pohcy. 

(c) As the basis of mdemnity clauses apply both to the fire and to 
the added perils they should appear after — and not before — the 
inclusion of such perils. 

(d) In a policy covering building and all contents the declaration 
clauses would apply to a portion of the property covered by the 
specification, 1 e. stock, and accordingly these clauses appear after 
clauses which have a more general application 

(e) Fire extinguishing appliances and long-term discount — apart 
from the maintenance aspect — relate to premium discounts to which 
reference will have already been made on the face of the policy (see 
Chapter XII) and may therefore reasonably appear at the end of the 
specification. 

It is suggested that the above sequence is worthy of adoption 
generally from the aspects of achieving uniformity of practice and of 
producing a familiarity which would assist completeness and checking 
by companies, brokers, and insured. 
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COLLECTIVE POLICIES 

The issue of “collective ” or “ joint ” policies is developing rapidly 
and in view of the preference by some insured for their insurances to 
be arranged on this basis, the following comments dealing with 
procedure and lay-out of the “collective” policy should be noted. 

Instead of each company interested m an insurance issumg a 
separate policy, only one policy is issued, to which all the interested 
companies subscribe, thus achieving all that the issue of a separate 
policy by each co-msurer would achieve This procedure involves 
certain minor departures from the Standard Fire Policy form largely 
to provide for the fact that more than one company is a party to the 
pokey and that each company’s liability is limited to its specified 
proportion of the insurance. The collective policy provides space for 
an official of the leading company to append his signature It also 
indicates the inchviduad companies’ proportions and their policy 
numbers , the set-out is on the following lines — 


The Insurers 

Proportion 
of the 

Specification 

Reference 

Numbers 



(1 e each 
Insurer’s 
own policy 
number) 


Closmg particulars such as premiums, co-insurers’ amounts, together 
with copy of specification are sent to the respective mterested com- 
panies by the leading company. The leading company, of course, is 
not released from the obligation of ensuring that the policy wording 
provided is satisfactory. It will be appreciated that, whilst only one 
policy is prepared and that by the leading company, the other mterested 
companies require to pass an entry through then books and to allot 
thereto then own policy or reference number. Signing slips are now 
completed by the interested offices which empower the leading office 
to sign on their behalf. 

Renewals are dealt with in a similar manner. The leading company 
prepares one renewal notice and receipt ; the other interested companies 
do not issue receipts. The leadmg office signs the collective renewal 
receipt on their behalf and premium allocations to the co-insurers 
follow normal lines. 

SPECIFICATIONS— MODERN DEVELOPMENTS— ABRIDGED 
POLICIES 

Until recently it was customary for separate specifications to be 
attached to each interested company’s policy where the insurance was 
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shared by more than one co-insurer. In addition to collective policies 
referred to previously, a recent tendency has been for one specification 
only to be issued to the msured, i e. that attached to the policy of the 
leading office, and the following wording inserted on the co-insurers’ 
policies — 

£ being per cent of the insurance as set forth 

m the Fire Insurance Specification and Endorsements (if any) 
and attached to Policy No issued by the 

INSURANCE COMPANY LIMITED, which are hereby declared to 
be incorporated in and to form part of this Policy, the liability of 
the Company m the event of loss not to exceed . per cent of 
the amount of such loss 

This procedure does not, of course, permit the leading office to 
forgo securing the co-insurers’ approval of policy wordings. The 
virtue of this practice is to save the issue of separate specifications by 
each interested office. 

Example of a Single-column Specification. The plan and report is as 
follows — 

John Tomlin & Co , Ltd , "Endor Works/' South Castle Street 
Broadhurst, Worcs Metal Mfrs & Merchants 


High Street 



South Castle Street 
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No on 

No, of 

Refce. to 


Communi- 

Plan 

Storeys : 

Storey 


cation 

1 

2 

1 

Bk firs Off \vd. lined 

2 



2 

Stationery Store Gas cooker 





yin for dom purps 


2 

1 


Wall facing yd tbr bit Bk fir 





Whse contg a baling press 





driven by El Motor P S ym 
secly fixed venting clear 
through rf Casting Shop contg 





4 bk bit pit furnaces 

i *3 4 

3 

1 


Bk fir Whse htd by secly. 





fixed P S venting clear to 
open Metal cutting machme 





yin .... 

2 and 4 

4 

1 


Cone fir. Casting Shop contg. 





6 bk bit furnaces Fire-htd 
muffle ym 

2 and 3 

5 

2 

1 

Cone fir Gar. Petrol pump yin 




connected to tank m yd 

6 



2 

Empty .... 


6 

1 


Lavs .... 

5 

7 

1 


Bk fir Scrap Store. 


8 

2 


P.D H ... 

9 

9 

1 


Dom Offs 

8 


Bldgs all B S S.T ex. as stated ltd by electy from public supply 
Htd by ordy fires ex. as stated. 

Stk. is kept in open m yd 

Tde — Refining of Scrap Metal which is cast into ingots No electron metal. 

F E A, 3 Extrs 
No previous fires 

RATES* 1/4 op- 3/6%, 5/6 — 2/6% , 7 — 2/—% ; 8/9— 1/6% ; Stk m Yd — 
3 / 6 % 


Allocation of Amounts as Provided by the Insured 


Nos. 0 p 

Bldg. 

Machy 

Or Cts 

Stk. 


i 

£ 

£ 

£ 

1# 2, 3, and 4 

3,000 

800 

4OO 

7,000 

5 * 6 

500 

— 

— 

200 

7 

200 

— 

— 

600 

8, 9 • 

500 

— 

— 

— 

Stk in Yd. . 

— 

— 

— 

700 


£4.200 

£800 

£40° 

£ 8 . 5 °° 







Term* 24 6 1953 to 24 6 1954 
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The policy draft is as follows — 

Policy No 

John Tomlin & Co , Ltd , of "Endqr Works/' South Castle Street, 
Broadhurst, Worcs Metal Manufacturers and Merchants 


Term 


Sum Insd 

First Premium 

24/6/1953 

Property as described m the Specifica- 



to 

tion hereto attached which is incor- 



24/6/1954 

porated in and forms part of this 
policy 

£ 13,900 

£22 17s 6d 


Agency 


Annual 
Premium 
^22 17s 6d 


THE SPECIFICATION 

Specification referred to in Policy No of the Co , 

Ltd m the name of John Tomlin & Co , Ltd , of °Endor Works,” South Castle 
Street, Broadhurst, Worcs , Metal Manufacturers and Merchants 


Item No 

Plan No 

Description 

Sum Insured 

1 

1, 2, 3, & 4 

Bldgs occd as offs stores whse Casting 
Shops part tbr bit contg sec P S 

£ 3,000 

2 

do 

Plant and Machy of every description but 
excldg ppty msd by It 3 yin 

800 

3 

do 

Off Fum Fxtes and Fttgs Printed 
Bks and Unused Stationery and all 
or cts but excldg. ppty msd by Its 2 
and 4 ym 

400 

4 

do 

Stk in Tde ym but excldg ppty msd by 
It 3 

7,000 

5 

5 , 6 

Bldgs occd as Gar for own vehs Lavs 

500 

6 

do 

Stk Fxtes Fttgs andUts in Tde mcldg 
Motor Spares and Tools but excldg 
Motor Vehs. ym. 

200 

7 

7 

Bldg of Store .... 

200 

8 

do 

Stk etc ym (as per wording of It 4) 

600 

9 

8, 9 

Bldg PDH and Dom Offs 

500 

10 

10 

Stk. in Tde m the Yd S to A 

700 

£ 13,900 


The afsd bldgs are B S S T and are sit and kn as "Endor Works,” South 
Castle Street, Broadhurst, afsd occd by Insd Sd Nos op refer to a plan of the 
prems lodged with the Coy 

Wtd that — 

1 All appls employing heat whether for tde purps or for warmth together 
with any flues therefrom are secly fixed and clear of all wdwk and other combi 
matl 


2 No wdwkg done m said buildings 
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3. All oily and/oT greasy waste, cloths and other refuse be kept in metal 
receptacles. 

Perils Extension Cl. It 9 Or. cts cl. 

Electl CL 

Av. Cl {Pro rata). 


Premium Calculation 


£ 

S . 

d . 

£ 

s 

d 

500 

I 

6 « 


7 

6 

SOO 

2 

— =s 


16 

— 

700 

2 

6 = 


17 

6 

11,900 

3 

6 = 

20 

16 

6 

£13,900 



£22 

17 

6 


Example of a Multi-column Specification. Plan and report particulars 
are as follows — 

The Benthall Pottery Co , Ltd , Albermarle Street, 
Middlehurst, Staffs 


Earthenware Manufacturers 



Albermarle Street 
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Plan 

No 

Height 

Refce to 
Stos 

Description 

Comm. 

1 

2 

1 

Wd dr Messroom Store for Fitters' Tools 

2 




Wd stairs to 2nd sty 




2 

Wd dr Wd parttned Drying comptmts 


2 

3 and 

1 

Wd dr Potters' Shop Wd parttned 



Lott 


Drying Comptmts Wd stairs to 2nd 

1 




and 3rd stos and Loft 

3 



2 

Wd dr Casting Shop 




3 

Wd dr Glaze Spraying Shop contg 7 





small metal and Glass Hoods with 





Hoods venting into metal trunk 




Loft 

Mould Store 


3 

3 

1 

Bk dr Clayware Store bncked off Saggar 





Mkg Rm and Saggar Drying Rm 





Drying by extl bk due dred outside 

2 



2 

Wd dr Dipping Hse Wd parttned. off 





Whse External open wood stairs 




3 

Wd dr Casting Shop Wd parttned od 





Drying Comptmts External wood stairs 


4 

— 

— 

Chy Stack 

— 

5 

1 

1 

Bk dr corr iron bit and roofed Blr 





Hse and firing place contg vertical blr 





Iron pipe venting clear through rf to 





Chy Stack m No 4 0 p 


6 

2 

1 

Wd fir Whse and Offs Wd stairs to 





upper dr 




2 

Wd dr Whse secly arranged P S yin 





venting clear to open 


7 

2 

1 

Bk fir Sliphouse, Eng hse contg Gas 





Eng Wd. stairs to fir abv 

— 



2 

Wd fir Potters’ Moulders' Shop Wd. 





parttned Drying comptmt 


8 

1 

1 

Bk fir Biscuit Whse P.S yin sec and 





venting clear to open 

— 

9 

1 

1 

Bk fir Oven Sheds Placing hses and 





Saggars Stores 

10 

10 

1 

1 

Bk fir Oven Shed contg 2 combined 

9 




ovens and hovels 

11 

11 

1 

1 

Disused 

10 

12 

1 

1 

Bk fir Placing Hse to 2 kilns 

9 

13 

1 

1 

Bk fir Whse 

— 

14 

2 

1 

Bk fir Greenhse Wd parttned off Whse 





and Polishing Shop Eng hse contg 





horizontal gas eng exhaust clear Bk 





stairs to 2nd sty. 

16 



2 

Wd fir Whse. 


15 

1 

1 

Wd. fir Whse for matls. 


16 

— 

— 

Wd gang 

14 

17 

2 

1 

Bk fir Placing hse and kiln rm Wd 

x 7 




stairs 

16 



2 

Wd fir Decoratmg Shop 


18 

2 

1 

Wd fir Potters’ Shop. Wd stairs. 

— 



2 

Wd fir Decorating and Printing Shop . 


19 

I 

1 

Corr iron bit Bk fir Straw Hse 

— 


Sd bldgs are unless orwise stated BSST Htd by stm pipes ex as stated 
Ltd by El It 
50 hds. employed 

Management-^-Satisfactory No previous losses 
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Rating 


No 0 p 

Rate 


i f 2, 3 

s d 

4 ~ 1 


4 

1 6 


5 

4 6 


6 

3 6 


7 

5 - 

All less 5 per cent 

8 

3 6 

Discount for El Lt 

9, 10, 11, 12 

4 6 

except No 4 op 

13 • 

3 - 

is 6d net 

14, 16, 17 . 

5 - 


15 • 

2 6 


18 . 

3 - 


19 • 

7 6 J 



The Insured provide the following Sum Insured Divisions — 


No 0 p 

Bldgs ex 
Ovens and 
Kilns 

Millwrights’ 
Work, 
Machy 
Fixed Uts 
and Fxtes. 

Eng and 
Power Gas 
Producing 
Plant 

Pattns , 
Designs, 
etc 

Stk Mov 

Uts and 

Or Cts. 


£ 

£ 

£ 

£ 

£ 

1 

4,000 

1,000 

— 

200 

3,000 

2 

2,500 

2,000 

— 

1,000 

2,000 

3 

2,500 

1,500 

— 

— 

1,500 

4 

700 

— 

— 

— 

— 

5 

3 °° 

— 

800 

— 

— 

6 

4,000 

600 

— 

3 °° 

3,500 

7 

3,000 

1,000 

1,000 

500 

1,000 

8 

1,500 


— 

— 

3,000 

9 

2,000 

1,000 

— 

— 

2,000 

10 

1,500 

2,000 

— 

— 

1,000 

11 

1,000 

— 

— 

— 

— 

12 

i, 3 °° 

1,000 

— 

— 

500 

13 

500 

— 

— 

— 

700 

14 

2,000 

1,000 

500 

200 

1,200 

15 

500 

— 

— 

— 

300 

16 

300 

— 

— 

— 

— 

17 

1,200 

200 

— 

— 

500 

18 

2,000 

1,000 

— 

— 

2,000 

19 

200 

— 

— 

— 

50 


£31.00° 

£12,300 

£2,300 

£2,200 

£22,250 








T.S.I, = £70,050 

This Coy’s propn — 50 per cent = £35,025 
Term Midsr 1953 to Midsr 1954. 


&— (B392) 
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The policy draft is as follows — 


Policy No 

The Benthall Pottery Co , Ltd , of Albermarle Street, Middlehtjrst, 
Staffs Earthenware Mfrs 


Term* 
Midsr 1953 
to 

Midsr 1954 
Agency 


Ppty. as descbd in the Specification hereto attd. wh is 
mcptd m and forms part of this pol but only to the 
extent of 50 per cent of the amt set against each item 
yof and not excdg. m the aggregate £35,025 

In the event of loss this Coy's liability is limited to 
50 per cent of such loss 

First and Annl Prems, 

Gross . * . £143 2 9 

Less 5 per cent Disct. El Lt . 729 


£136 - - 

This Coy's propn 50 per cent = £68 - - 

Specification refd to m pol of the Co , 

Ltd., m the name of the Benthall Pottery Co , Ltd , of Albermarle Street, 
Middlehurst, Staffs — Earthenware Mfrs. 


Column 1 
„ 2 

» 3 

„ 4 

» 5 

,» 6 

„ 7 

„ 8 

,, 9 


Column Headings 

Item No. 

Plan No 

Description. 

On the bldgs excldg Ovens, Hovels and Kilns yin. or fmg part yof 

On Millwrights' work and all Standing and Going Gear, Machy , 
Stm , Gas and Water Pipes, El Instlln and El. Motors and All 
Fixed Uts and Fxtes 

On Engs and on Blrs. and Apps. belg yto and Power-Gas producing 
apps 

On Patts , Designs, Models and Moulds (m case of destruction or 
damage no one Patt , Design, Model or Mould to be deemed of 
greater value than £50) 

On Stk and Matls m Tde , Mov Uts , Off Fum , Printed Bks. and 
Stationery, Cts of Ovens, Hovels and Kilns 

Total 


Col 

1 

Col. 

2 

Col 

3 

Col 

4 

Col 

5 

Col. 

6 

Col. 

7 

Col. 

a 

Col. 

9 

Item 

Plan 

No. 

Description of Ppty I usd 

Bldgs, 

etc 

Mill- 

wrights’ 

work, 

etc 

Engs, 

etc 

Pattns , 
etc. 

Stk, 

etc. 

Total 

1 

• 

2 

3 

4 

5 

1, 2, 

3 

4 

5 

6 

7 

Messroom, Store, Drying Com- 
p tints. Potters’ Shop, Dry- 
ing Comptmt Casting Shop, 
Glaze Spraying Shop, Mould 
Stores, Clayware Store, Sag- 
gar Malang and Drying Rm 
Dipping Hse. Whse Casting 
Shop and Drying Comptmts 

Chy Stack 

Corr iron bit Blr Hse. 

Whse secly arranged P S 
yin Offs 

Sliphse Gas Eng hse Potters’ 
Moulders* Shop and Drying 
Comptmt 

Carried forward 

£ 

9.000 
700 
300 

4.000 

3.000 

£ 

4,500 

600 

1,000 

£ 

800 

1,000 

£ 

1,200 

300 

500 

£ 

6.500 

3.500 

1,000 

£ 

21,200 

700 

1,100 

8,400 

6,500 

£17,000 

£6,100 

£1,800 

£2,000 

£11,000 

£ 37,900 
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COLUMN HEADINGS — {conid ) 


Col 

1 

Col. 

2 

Col 

3 

Col 

4 

Col 

5 

Col. 

6 

Col 

7 

Col 

8 

; Col 

9 

Item 

Plan 

No 

Description of Ppty. Insd 

Bldgs, 

etc 

: Mill- 
wrights’ 
i work, 
etc. 

Engs , 
etc. 

Pattns , 
etc 

Stk , 
etc j 

Total 



Brought forward 

£ 

17,000 

6^00 

£ 

1,800 

£ 

2,000 

£ 

11,000 

£ 

37,900 

6 

8 

Biscuit Whse secly. arranged 









P S ym 

1,500 

— . 

— . 

— 

3,000 

4,500 

7 

9, 10, 

Oven Sheds, Placmg Hses. 








11, 12 

Saggars’ Stores pt disused 

5,800 

4,000 

— 

— 

3 , 5 oo 

13,300 

8 

13 

Whse 

500 

— 

— — 

— 

700 

1,200 

9 

14, 16 

Greenhse Whse Polishing . 









Shop, Gas Eng hse. Wd. 









gang 

2,300 

1,000 

500 

200 

1,200 

5,200 

10 

17 

Placmg Hse Kiln Rm. Dec- 









orating Shop. 

1,200 

200 

— 

1 — 

500 

1,900 

11 

15 

Whse. 

500 

— 

— 

— 

300 

800 

12 

18 

Potters' Decorating and 









Printing Shop 

2,000 

1,000 

— 

— 

2,000 

: 5,ooo 

13 

19 

Corr. iron bit Straw Store 

200 

— 

— 

— 

50 

250 




£31,000 

£12,300 

£2,300 

i £2,200 

£22,250 

£70,050 







: 




The afsd bldgs, are all B S S T. ex. as stated and are sit Albennarle Street, 
Middlehurst, Staffs occd by the Insd. The sd Nos o p. refer to a plan of the 
prems lodged with the Coy 

The insce. by the abv items are seply but simly. sub. to all the attd printed 
Potteries Wties, dated . . ex. as stated 


It i ex Nos 2, 3, 9 

3 „ i» 7* 

4 „ » 2, 5. 

5 „ „ 2, 7, 9 

6 ,, ,, 5* 

7 8 

9 „ „ 2 , 7 > 8 . 

12 „ „ 2 . 

13 „ 1 » I, II 

El Cl , Unoccd Bldg Cl. Goods m Trust Clause (see page 14) 


Memo. It is wtd that the whole of the prems. abv descbd are not ltd orwise 
than by mcandt. el It but the use of closed lanterns in connection with inspection 
of ovens or kilns or by cleaners is alld In consdn yof a disct of 5 per cent is 
alld off the prem under items 1 and 3 to 12 of this pol 

The Printed Potteries Wties would be attached to the pokey For convenience 
the major features of these are as follows — 

1. Buildings conform to standard construction. 

2. One storey in height 

3 Not more than 3 storeys m height 

4 Lighted only by gas or electric kght 

5 No pipe stoves. 

6 The chimney or flues from steam boilers, kilns, ovens, passing through a 
non-fireproof floor 

7 No steam boiler or power gas producing plant, gas or oil engine 

8 No kiln, tunnel kiln, chamber ovens 

9 No drying room or compartment 

10 No packing done 

11. No packing material stored. 

12. No cellulose spray painting carried on 

13. Waste removed regularly 
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Premium Calculation 


is 6d 

2s 6d 

3s od 

3s 6d 

4s od. 

4s 6d 

' 

5s. od 

l 

7s 6d. 

£700 

£800 

£ 1,200 
5,000 

£8,400 

4.500 

£21,200 

£1,100 

13,300 

£6,500 

7,100 

£250 

£700 

£800 

£ 6 , 200 

£12,900 

£21,200 

£14,400 

£13,600 

£250 



I 1 1 


i 1 i 


5 

d 


£ 

s 

d 

‘ 700 at 1 

6 

== 


10 

6 

800 „ 2 

6 

= 

I 

— 

- 

6,200 ,, 3 

- 

S= 

9 

6 

~ 

12,900 „ 3 

6 

= 

22 

11 

6 

21,200 „ 4 

— 

= 

42 

8 

- 

14,400 „ 4 

6 

= 

32 

8 

- 

13,600 „ 5 

— 


34 

— 

- 

250 „ 7 

6 

= 


18 

9 


& 43 2 9 

Less 5 per cent El Lt 729 

(excluding Item 2) 

£36 " - 

This Coy’s propn 50 per cent — £ 68 


COMMENTS 

The insurance in question, a pottery, is rather a special or technical 
class of risk and the reader will have observed the following 
peculiarities — 

1 The different form of column headings from those normally 
employed, e g. building specifically excludes ovens, hovels, etc., which, 
being subject to heat processes constantly call for periodical repairs, 
and accordingly are hardly fit subjects for fire insurance. 

2. The description is very brief, which is to be commended, and 
merely relates to the nature of processes without any attempt to 
elaborate, the draft relying on the operation of warranties to ensure 
that the description conforms to the actual risks involved. 

3 The introduction of a discount for electric lighting. This is a 
peculiarity for certain risks and must not be regarded as of general 
application. It will be noted that this is not allowed off item 2 — 
chimney stack rated at the minimum rate of is 6d. per cent. 
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Rating and Discounts 

RATING 

The method of arriving at appropriate rates for risks depends upon 
many features. The Fire Offices' Committee, which embraces within 
its ambit most of the leading fire offices, has, for certain specified risks, 
a scale of rating laid down, such rates being the minimum rate at 
which such insurances may be accepted. The rates are promulgated 
by the issue of tariffs for the separate classes of risks. In addition to 
the provision of normal or minimum rates, additional rates are laid 
down for application in the event of the existence of specific features 
such as certain types of construction, height, area, cubic capacity, 
woodworking. By this means a rating tariff is applied to each 
individual nsk to which it is designed to apply. In addition to rating 
provisions a tariff usually provides for certain other features, eg. 
special provisions relating to the application of average, plurality of 
nsk, agency commission, obligatory warranties, specification wordings 
(indicating the divisions of amount to be obtained as between 
buildings, contents, and rent), and in addition the scale of discounts 
allowable m respect of such features as fireproof construction, sprinklers 
and other fire extinguishing appliances is detailed. Secondly, there 
are non-tariff rated msurances where the rate to be applied is independ- 
ently fixed by individual compames, the rate is not subject to any 
over-riding consideration like the application of a tariff, and in reading 
the following remarks it must be remembered that so far as non-tanff 
companies are concerned all classes of risks are non-tariff rated. For 
such insurances the offices are free to accept the insurance at any 
rate they consider equitable, although it is customary to maintain a 
minimum rate (generally is. 6d. per cent) below which it is not usually 
economic to accept an insurance. The method of determining the 
rate for non-tanff msurances is perhaps the best way of arriving at a 
general picture for rate assessment, but it should be added that com- 
plete knowledge of ratmg arrives only by experience. There is no 
short cut. A fire underwnter considers the ments and demerits of a 
particular nsk and any rate suggested follows his carefully considered 
deliberations after taking into account all factors. It does not fall 
within the scope of this subject to indicate what would be regarded as 
adequate class rates. In fact this would be impossible as obviously 
all companies have their own definite views on the subject. The 
broad features of risk assessment, however, which, inter aha , show how 
a rate per cent is determined are as follows — 

1. Expenence, i.e. the loss ratio of the particular class. 

2 . The features of the individual premises under consideration, i.e. 
the physical and moral hazards. 
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3. Surroundings, e.g. proximity of premises to hazardous risks might 
justify a higher rate than detached buildings with no exposure hazard. 
Similarly a building may be in a congested area where a fire could 
spread with rapidity and endanger a complete block of which the 
insured's premises form a part. 

4. Locality. Risks in country districts owing to their inaccessibility 
and distance from fire brigade protection often call for a higher rate 
than similar risks in town. 

5. Ameliorating circumstances like fire resisting construction, 
sprinkler and/or fire extinguishing appliances installation. 

DISCOUNTS 

The above are general considerations to be remembered. One 
important feature does, however, concern the policy drafter — the 
allowance of discounts. These are granted for various features, e.g. — 

(a) Fire resisting construction of buildings 

(b) Lighting by electricity only. 

(c) Automatic sprinklers and/or ordinary fire extinguishing appli- 
ances. 

(d) Automatic fire alarms. 

(e) Early closing of premises — this concession is restricted to sale- 
shop premises. 

(/) Long-term agreements. 

(g) Long-term policies (see Chapter V). 

METHOD OF SHOWING DISCOUNTS ON THE POLICY 

The practice of the offices is to show on the face of the policy the 
actual discounts allowed. The premium would be shown on the face 
of the policy as follows — 

Statement of Annual Premium 

Gross 

Less Fire Resisting Construction Discount 
(10 per cent) ... 


Less Fire Extinguishing Appliances Dis- 
count (10 per cent) .... 

Less Long Term Discount (5 per cent) 


It will be noted that the respective discounts are deducted individu- 
ally off the net premiums and not by a cumulative discount of 25 per 
cent (10 per cent F.R.C + 10 per cent F.E A. + 5 per cent LTD. = 
total 25 per cent) off the gross premium of £100 There is a major 


£ 

100 

10 

90 

9 

81 

4 

£76 x 9 h 
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exception to this practice. In the case of sprinklered risks it is 
incumbent that the insured has ordinary fire appliances installed, 
which will qualify for a discount of at least io per cent. Two discounts 
are accordingly involved — first, the discount for sprinklers, which 
varies according to the standard of the installation and type of risk ; 
secondly, the discount for ordinary appliances. These two discounts 
are added together so that if the sprinkler discount is 35 per cent and 
the F.E.A. discount is 10 per cent, a discount of 45 per cent would 
be allowed and not firstly a 35 per cent and secondly a 10 per cent 
discount. 

The various discounts permissible and the correct method of policy 
expression are as follows — 

FIRE EXTINGUISHING APPLIANCES 

Appliances fall into two divisions — 

{a) Ordinary fire extinguishing appliances, e.g. hydrants, buckets, 
extincteurs. 

(b) Automatic Sprinklers. 

Ordinary Appliances. The following is an abridged list of what are 
known as " ordinary" appliances. The discounts granted subject to 
compliance with certain requirements are also shown — 

Percentage of 
Premiums 


1 (a) One or more Mobile Fire Pumps with a trained 
Private Fire Brigade to work them and an aggregate 
pumping capacity of 

(1) at least 250 gallons per minute . .10 

(2) less than 250 but not less than 200 g.p m . 

(b) One Mobile Fire Pump with a trained Private Fire 

Brigade to work it and a pumping capacity of less 
than 200 but not less than 100 gpm. . . 5 

2. A Stationary Pump with efficient power always avail- 
able, Hydrants attached or m yard, and at least one 
Hydrant connected therewith on each floor . 10 

3 A Stationary Pump as m No 2 with Hydrants 
attached or m yard but without a Hydrant on 
each floor . ... * 7J 

N B Allowances under Nos 2 and 3 are not treated 
as cumulative. 

4. Two or more Hydrants in the yard and at least one 

Hydrant on each floor .... 7J 


5. Two or more Hydrants as m No 4 but without a 
Hydrant on each floor , or in the case of storeyed 
premises having no yard m which Hydrants can 
be fixed, at least one Hydrant on each floor, or m 
the case of sheds without such a yard, at least two 
internal Hydrants , .... 5 

N B. Allowances under Nos. 4 and 5 are not treated 
as cumulative. 
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6, Internal Hydrants with small bore hose attached or 

hose reels with at least one on each floor . . 5 

In each of the above cases there must be an adequate 
quantity of hose and a constant supply of water 
available at a minimum pressure sufficient to 
command the protected premises 

7 Approved Portable Chemical Extinguishers having 

an aggregate capacity of two gallons for each 250 
superficial yards or part thereof of floor area, but 
not less than four gallons on each floor . . 5 

8 Three Buckets each of not less than two gallons 

capacity always filled with water or dry sand, to 
each 250 superficial yards or part thereof of floor 
area but not less than six on each floor or alterna- 
tively a Stirrup Hand Pump with not less than 25 
feet of hose attached and four Buckets m lieu of 
six Buckets . ... 5 

9. Approved Manual Portable Fire Pumps of not less 
than two or more than three gallons capacity 
havmg an aggregate capacity of two gallons for 
each 250 superficial yards or part thereof of floor 
area, with not less than four gallons on each floor 5 

Maximum Percentage Allowances for Combinations of 
Appliances 

The following maximum percentage allowances apply m the case 
of the undernoted combinations of appliances — 

Maximum 



Appliances set forth %n Item Nos 

Percentage 
A Uowance 

(1) 

1 to 9 

15 

(») 

1 . . 

10 

(Ul) 

2 and 3 

10 

(IV) 

6 to 9 and internal Hydrants under Item No 5 

10 

(V) 

4 and 5 . . 

7i 

(vx) 

6 and external Hydrants under Item No. 5 

7 1 

(vu) 

6 and internal Hydrants under Item No 5 

5 

(vm) 4 and 6 . . 

7\ 


In practice the above scale of fire extinguishing appliances is printed 
on a shp which is attached to the policy on which the following would 
appear — 

In consideration of there being kept on the premises mentioned m 
this policy, appliances for the extmction of fires as set forth in items 
Nos, on the attached scale, an allowance of per 

cent is made off the premium on (Items Nos. of) this Policy. 

Warranted that said appliances will be kept in working order dur- 
ing the currency of this policy 

Automatic Sprinklers. The second form of extinguishing appliances, 
met generally m the larger type of risk, is the automatic sprinkler 
installation. The efficacy of sprinklers m providing immediate warning 
and by automatically dealing with fire outbreaks has been proved on 
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countless occasions and the offices give very attractive rating conces- 
sions to insured whose premises are efficiently sprinkler protected. The 
concessions take the form of either (a) a very low normal rating with 
corresponding low additional rates for any adverse features, or (b) a 
substantial premium discount, or (c) both (a) and (b). Generally (b), 
a premium discount, is the arrangement most commonly used in 
practice. As previously indicated the sprinkler discount varies accord- 
ing to the class of risk and standard of sprinkler installation. These 
are as follows — 


Two or More 
Standard A) 

Standard B' 

Ordinary \ 


Single Water 
Class I \ 
„ ii 

„ hi / 


Independent Water Supplies Available 

Superior water supplies from two indepen- 
dent sources, both automatic and always 
available. 

Two separate and adequate water supplies, 
always available, one being practically 
unlimited and one automatic. 

Supply 


Graded accord- 
ing to the 
standing and 
running pres- 
sures at the 
level of the 
highest 
sprinkler. 


The supply must be unlimited, automatic, 
and always available. 


To enable an insured’s premises to qualify for discount for sprinklers 
it is necessary that ordinary appliances to deal with fires in incipient 
stages must also be installed which will qualify for discount of at 
least io per cent. 

Naturally when substantial discounts are granted, the offices wish 
to ensure that the installation and ordinary appliances are kept in a 
satisfactory and efficient state. Accordingly a warranty is inserted m 
the policy which relates to the form of ordinary appliances installed 
and the extent of the sprinkler protection as follows — 


In consideration of there being kept on the premises mentioned m 
this policy appliances for the extinction of fires as set forth m Items 
Nos. on attached scale, a discount of per cent is 

made off the premium on (Items Nos of) this Policy 

Warranted that said appliances will be kept m working order during 
the currency of this policy. 

Further, the buildings Nos on plan being fitted in addi- 
tion with an approved installation of automatic sprinklers 

(Standard ) an additional discount of per cent is 

allowed off the premium m respect of Items Nos of this 

policy. 

It is warranted and the Insured hereby undertake in consideration 
of the discount allowed off the premium for the Installation of Auto- 
matic Sprinklers referred to m this policy to — 

(a) make a test every week for the purpose of ascertaining that the 
Alarm Gong is m working order, and that the Stop Valves 
controlling the individual Water Supplies and the Installa- 
tion are fully open. 
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(6) make quarterly or half-yearly tests, if required by the Company 
to do so, for the purpose of ascertaining that each water 
supply is m oider, and record the particulars of each test 

(c) remedy promptly any defect revealed by such tests 

The printed scale of allowances referred to m the preceding para- 
graph will be attached to the policy. 

In the case of sprinkler protected premises the possibility of total 
loss is minimized and to guard against dehberate under-insurance the 
practice of the companies is to apply average on insurances on such 
premises. 

Automatic Fire Alarms. Automatic fire alarms, whilst not providing 
any form of fire extinguishment, nevertheless may, subject to certain 
requirements, be eligible for a discount off the premium on insurances 
on the property protected. The principle of automatic fire alarms is 
that an electrical device gives immediate warning when a fire starts 
by (a) ringing an alarm bell outside the premises and ( b ) ringing an 
alarm bell at the local fire station. Three classes ( A , B , and C) of 
fire alarms exist, the respective grading depending on the nature of 
the assistance (e g the fire station to which the alarm bell is coupled) 
available for fire extinguishment. The discounts for ihe respective 
grades are subject to the approval of the actual mstallation, and 
warranties regarding the making of tests to ensure that the alarms are 
workmg satisfactorily are necessary as m the case of sprinklers The 
following is a typical form of warranty — 

The aforesaid buildings described m (Items of) this 

policy being fitted with an approved installation of Automatic Fire 
Alarm Class a discount of is hereby allowed off 

the premium on (Item of) this policy. 

It is warranted and the Insured hereby undertake m consideration 
of such discount to maintain the said Installation m proper working 
order, and further, to — 

(а) make a test every weekday (Holidays excepted) for the purpose 

of ascertaining the condition of each of the batteries and the 
Brigade connection 

(б) obtain regularly a monthly report from the Installing Engineers, 

and to remedy any defect revealed, and to file such report 
ready for exammation by the Insurance Company's Repre- 
sentative when required 

(c) send promptly a notification to the Installing Engineers (with a 

direction that they shall send a copy thereof to the Insurance 
Company) of any serious disablement, disconnection or tem- 
porary disuse, from any cause of the Installation (except 
during actual testing) and to file a copy of same with a 
memorandum of the duration of time the Installation was 
inoperative, ready for the exammation of the Insurance 
Company's Representative when required 

(d) notify immediately the Company of the removal of any Auto- 

matic Fire Alarm Installation for which a discount has been 
allowed, and to return a pro rata share of the discount for the 
unexpired time. 
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It should be ensured by the policy drafter that the specification 
wording is sufficiently comprehensive to include the installations in 
the cover under either the building or the machinery item of the specifica- 
tion. The specification wordmg for building would, to embrace 
sprinkler installation, read as follows — 

Buildings, including Landlords’ Fixtures and Fittings, Spunkier 
Installations 

FIRE RESISTING CONSTRUCTION 

A further feature which may qualify for a discount or modified rate 
arises where the construction of the buildings is superior to that 
generally encountered The rules of offices will indicate the require- 
ments of the individual standards and where access can be had to 
fire tariffs it will be found that varying scales of discounts are granted 
in recognition of conformity to certain constructional standards for 
fire resisting construction. Broadly, there are five standards — Standard 
V construction is usually regarded as the normal standard and buildings 
qualifying for Standards I to IV may qualify for a graded discount 
or modified rate according to the standard attained. Similarly the 
contents of such buildings may also qualify for discount or rate 
reduction, the discounts being, in the case of contents, slightly less 
than those applicable to the building. 

An important factor is that when a constructional discount on 
building is made it is customary, as in the case of sprinklered premises, 
to apply average to guard against any tendency on the part of an 
insured to under-insure on the ground that total destruction of such 
buildings is less likely than in the case of buildings which fail to 
conform to the particular standard. 

The wording for discounts of this nature is as follows — 

In consideration of the buildings described m (Items Nos of) 

this policy conforming to Standard construction a discount 

of is allowed off (Items of) this insurance. 

ARTIFICIAL LIGHTING DISCOUNT 

In the case of certain classes of premises, notably certain saleshops 
and potteries, it is the practice of offices to grant a discount if the 
premises are lighted solely by electric light. The appropriate wording 
is as follows — 

In consideration of the premises described in (Items of) 

this policy being lighted solely by mcandescent electric light a dis- 
count of per cent is allowed off the premium on (Items 

of) this policy. 

N B. The temporary use of Gas is allowed during the breakdown 
of the Electric Light without prejudice to the allowance of the above 
percentage, but only during the continuance of such breakdown. The 
use of pilot lights or by-passes is allowed. 
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EARLY CLOSING DISCOUNT 

The practice in the case of certain types of risks, notably certain 
types of saleshops m Ireland and Scotland, is to make a discount if 
the premises are closed to the public at specified times during the 
year. A discount of this nature is not often encountered, but m such 
instances the following warranty would apply — 

In consideration of the aforesaid premises being closed to the 
public not later than ( pm) during the months of April, 

May, June, July, and August, and not later than ( pm) 

during all other months of the year, a discount of 5 per cent is allowed 
off the premium hereon 

LONG-TERM DISCOUNTS 

It will be recalled m Chapter V reference was made to a discount 
where the premium for two or more years' insurance is paid m advance 
and the scale referred to will be recalled Such a policy is known as a 
long-term policy Different circumstances apply, however, where an 
insured enters into a specific undertakmg to continue his msurance for 
a period of years — generally three or five years — but continues to pay 
the premium annually. Such a policy is subject to a long-term agree- 
ment. In return for an undertakmg to this effect the insured obtains 
a discount (generally 5 per cent for most trade risks and substantially 
larger discounts for public property insurances) off each annual 
premium paid within the period of the agreement. The insured to 
qualify for this discount must complete an agreement in specific terms. 
There are several different forms of undertakmg dependent upon such 
factors as whether or not more than one office is concerned, whether 
the agreement is for a fixed period or continues indefinitely beyond 
the initial period of three or five years subject to notice of cancellation 
by either party within a specified period. 

The following is, however, the form of undertakmg most commonly 
encountered, being the wording utilized when the whole of the insurance 
is placed with one office. 

To the Insurance Co , Ltd , Policy (or Policies) No 

In consideration of the above named Company agreeing to continue 
the msurance under the above numbered policy (policies) for the 
term mentioned below and to allow a discount of 5 per cent off the 
net premiums on (Items Nos of) the said policy (or policies) 

as stated therein or endorsed thereon 

I (WE) (name of Insured) hereby 

undertake to continue the insurance under the said policy (or policies) 
for the term of three years from and to pay the premiums 

thereon annually m advance, it being understood that at any time 
during the continuance of the insurance the sum insured may be 
reduced to correspond with any reduction in value 

This undertaking shall apply to any policy (or policies) issued by 
the said Company within the said terms m substitution for the said 
policy (or policies) 

Date 


Signed 
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In the policy the relevant condition would read as follows — 

In consideration of the undertaking in writing dated the 
and signed by the Insured the Company hereby agrees to continue 
the insurance under this policy or any policy or policies issued in 
substitution for this pokey for the term of three years from 
and to allow a discount of 5 per cent off the net premiums on (Items 
Nos. of) this policy or (the corresponding Items of) any 

substituted policy or policies, it bemg understood that at any time 
during the continuance of the insurance the sum insured may be 
reduced to correspond with any reduction in value 

There are, of course, certain variations of this condition as in the 
case of the undertaking, but the broad principles are the same, viz. 
the terms and period of the undertaking. 

The “Subject to Notice ” or “Continuing” condition reads as 
follows — 

In consideration of the undertaking in writing dated the 
and signed by the Insured the Company hereby agrees to continue 
the msurance under this policy or any policy or policies issued m 
substitution for this policy for the term of three years from . . 

and thereafter for further terms of three years each unless and until 
the insurance shall be determined at the end of any such term by 
three months* previous notice m writing by either party and to allow 
a discount of 5 per cent off the net premium on (Items Nos. 
of) this policy or (the corresponding items of) any substituted policy 
or policies, it bemg understood that at any time during the con- 
tinuance of the insurance the sum insured may be reduced to corres- 
pond with any reduction m value. 

The difference between the two wordings will be apparent. The 
former has a limited period of application (three years from the date 
stated in the agreement) whereas the latter continues until either party 
informs the other of their intention to cancel the agreement, three 
months’ notice of cancellation being necessary. 

It will be appreciated that the above wordings require alteration 
where the amount of discount or period of the agreement vanes from 
that indicated. 

It is not the practice of compames to grant long-term discount for 
certain classes of property, notable examples being mercantile 
insurances, farming msurances and pnvate dwelling house insurances. 

The policy drafter must, of course, ensure that the actual wording 
of the condition applied to the pokey is m accordance with the long- 
term agreement applicable to the policy. The wordings quoted above 
by no means cover the whole range of wordings m everyday use. It 
will be noted that the agreement to renew the insurance is equally 
binding on the insured and the msurers. 
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Special Forms of Cover and Special Clauses 

Up to now the standard routine of policy drafting has been considered, 
i e. how to apply the proposal and survey particulars so as to produce 
a policy draft. Policy drafting should now be considered from a 
different angle, that of “ service.” An insured in placing his insurances 
with a particular company demonstrates his confidence m the company 
and on their part the insurers must justify such confidence. This is 
best demonstrated by the “ service” aspect which is the production 
of a policy arranged at as low a cost as is expedient and with the cover 
as wide as possible. *On the other hand “service” must not impair 
sound underwriting judgment. Accordingly, every policy before 
release to an insured should be examined to ensure that it provides as 
complete a cover as is practicable at a cost as economic as possible 
and arranged to the best advantage. To examine the matter m its 
proper perspective, some of the special features which have developed 
of recent years should be considered. The following points m this and 
the next chapter are not necessarily exhaustive but represent to a sub- 
stantial degree the nature of the “ service ” which can be made available. 

ARRANGEMENT OF INSURANCES 

An examination of an insured's fire policies may reveal that he has 
several policies, possibly in respect of the same premises, falling due 
for renewal at different renewal dates This frequently results in 
unnecessary work on the part of both the insured and the offices, 
apart from the difficulty the insured may have m ascertaining from 
his records precisely what properties or premises are covered and for 
what individual and total amounts It is common sense and to the 
interest of both parties to reduce the number of policies as far as 
practicable so that all property on the same or different premises is 
insured by one policy falling due for renewal at one time and thus 
subject to one renewal premium per annum This covers the possibility 
of an individual policy not being renewed through oversight. It 
avoids also the insured being faced with periodical requests throughout 
the year for premium payments. On the other hand, the office 
economizes by reducing the number of receipts, renewal notices and 
reminders and book entries. There may be objections on the ground 
that such a policy might in time entail the issue of a considerable 
number of endorsements which would militate against the clarity of 
the original document, but this difficulty can be overcome by the 
issue of an omnibus endorsement periodically or by appropriate 
re-issue of the policy. The concurrence of the insured is, of course, 
necessary as he may require separate pohcies for particular purposes 
and also may prefer to see his premiums spread over the year. 
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SCRUTINY OF PLAN AND REPORT 

The policy drafter, when examining a plan and report prior to 
drafting the policy, should look for nsk improvements involving 
rate reductions that can be suggested. The sterling work of fire 
surveyors is not overlooked, but it is a well-known adage that two 
heads are better than one and, furthermore, the policy drafter has 
before him the sums to be insured. The surveyor is not always in 
possession of this information and may, consequently, not appreciate 
the actual economy which the provision, say, of fireproof doors to 
openings or the bricking up of unnecessary communications would 
provide. Other examples are the possibility of removal of hazardous 
goods or processes from a range where high values exist to a lesser 
valued range and the provision, or extension, of fire extinguishing 
appliances so as to bring about a premium reduction. 

The policy drafter will require to be guided in these matters by the 
practice of his office as it may be that his office deals with these aspects 
before the stage of policy drafting is reached 

EXTENSION IN COVER 

It will be recalled that in Chapter XI certain extensions in cover 
were referred to The respective clauses are now dealt with individually 
and it will be readily appreciated when an insured can, in the interests 
of all concerned, be offered all or any of these extensions. 

Architects’ Fees 

The insurance by each item on Buildings mcludes an amount in 
respect of Architects* and Surveyors* Fees necessarily incurred m the 
reinstatement of the property msured consequent upon its destruction 
or damage but not for preparing any claim, it being understood that 
the amount payable for such Fees shall not exceed those authorized 
under the scale of the Royal Institute of British Architects and that 
the liability for such destruction or damage and Fees shall not exceed 
in the aggregate the sum insured by each item. 

It should be impressed on the msured that the sum insured on the 
building should be sufficient to include the maximum amount payable 
in the event of loss, i e. the amount on building plus a further percentage 
to cover architects' fees. 

Some offices have in the past preferred to insure architects' fees by 
a separate item. This has the advantage of obtaining a separate sum 
insured in respect of such fees, but otherwise there is no material 
advantage to the office and the inclusion of the fees in the building 
item reduces the number of items in the policy. 

Consulting Engineers’ Fees 

The insurance by each item on Machinery includes an amount in 
respect of Consulting Engineers* Fees necessarily incurred in the 
reinstatement of the property msured consequent upon its destruction 
or damage but not for preparing any claim, it being understood that 
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the amount payable for such Fees shall not exceed those authorized 
under the scale of the Association of Consulting Engineers provided 
that the Lability for such destruction or damage and Fees shall not 
exceed m the aggregate the sum insured by each item 

The same features which apply to architects' fees exist in the opera- 
tion of this clause 


“ Other Contents ” Clause 

Whilst in specification wordings it is normally the practice to specify 
the actual nature of the property covered, use is sometimes made of 
the term “Other Contents." Where this term is used, the printed 
policy condition which specifically excludes certain types of property, 
e.g. goods in trust, patterns and plans, is over-ridden, and if this is 
not the intention, the term must be qualified so as to prevent such 
over-riding by the use of “Other Contents excluding property defined 
m Condition No 3 on the back hereof" (1 e. of the policy). When 
the term “Other Contents" is used, the following clause is sometimes 
applied — 

It is agreed that the term “All Other Contents” is understood to 
include — 

(a) Money and Stamps (other than National Insurance Stamps) for 

an amount not exceeding ^100. 

(b) National Insurance Stamps (including any liability for des- 

truction or damage by fire and any other peril hereby msured 
against established upon the Insured for such stamps affixed 
to cards) , unless more specifically insured 

(c) Documents, Manuscripts and Business Books but only for the 

value of the materials as stationery together with the cost of 
clerical labour expended m writing up and not for the value 
to the Insured of the information contained therein, for an 
amount not exceeding £50 m respect of any one Document, 
Manuscript or Business Book 

(<£) Patterns, Models, Moulds, Plans and Designs, for an amount 
not exceeding ^100 m respect of any one Pattern, Model, 
Mould, Plan or Design or set of same 

and so far as the same are not otherwise insured — 

(e) Employees' pedal cycles and other Personal Effects for an 
amount not exceeding £1 5 m respect of any one pedal cycle 
and ^25 in respect of the other personal effects of any one 
employee. 

The following comments should be noted — 

1 The limitations on the amount recoverable for business books, 
employees' effects and cycles. 

2. The clause m effect covers employees' property for which the 
msured has no legal responsibility but m respect of which he may, in 
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the event of loss, desire to reimburse his employees. This represents 
a deviation from the principle of insurable interest. 

3. National Insurance Stamps. The Ministry of Pensions and 
National Insurance should in the event of destruction or damage 
immediately be contacted and they will consider whether or not the 
circumstances justify any allowance. Official leaflets have been issued 
by the Ministry on this subject. 

Care should be taken to see that the insured insures for sums which 
are adequate to embrace property included within the term “Other 
Contents.” 

Removal of Debris 

The tendency recently is to insure the cost of removal of debris 
following a fire and the practice generally of the offices is for Stock m 
Trade and/or Merchandise Policies to insure such debris removal costs 
by a separate item with wording as undemoted — 

On costs and expenses necessarily incurred by the Insured with the 
consent of the Company m removing debns of the portion or portions 
of the property insured by Items Nos. of this Policy 

destroyed or damaged by fire or by any other peril hereby insured 
agamst £ 

If it is agreed that all property (including Stock in Trade and/or 
Merchandise) should be the subject of a separate item for debris 
removal then such cover is provided by a wording reading as follows — 

On costs and expenses necessarily incurred by the Insured with the 
consent of the Company m 

(a) removing debris, 

(b) dismantling and/or demolishing, 

(c) shoring up or propping 

of the portion or portions of the property insured by Items Nos 
of this Policy destroyed or damaged by fire or by any 
other peril hereby insured against £ 

Should it be agreed that cover against debris removal shall be the 
subject of extension of an existmg item — and as will be recalled this 
extension cannot be apphed to Stock in Trade and/or Merchandise — 
then a wording on the following Imes would be included m the 
specification — 

It is understood that the insurance by Items Nos of this 

Policy extends to include costs and expenses necessarily incurred by 
the Insured with the consent of the Company m 

(a) removing debns, 

(b) dismantling and/or demolishing, 

(c) shonng up or proppmg 

of the portion or portions of the property insured by the said items 
destroyed or damaged by fire or by any other penl hereby insured 
against. 

7— (B 392) 
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The liability of the Company under this clause and the Policy m 
respect of any item shall m no case exceed the sum insured thereby. 

CLAUSES RELATING TO LOSS SETTLEMENTS 

The next consideration is whether a client's interest would be better 
served by so arranging that in the event of loss a departure from the 
normal basis of indemnity would be appropriate. 

Reinstatement. An inquiry might be made as to whether or not a 
client would be attracted by reinstatement cover. 

To obtain a clear picture of reinstatement insurance, the provisions 
of the standard policy m regard to loss settlements should be examined. 
It will be recalled that condition No. 6 permits the office, if they desire, 
to apply reinstatement as a basis for loss settlement, and it will be 
remembered that in certain circumstances a company may be compelled 
to expend the policy moneys on reinstating. It is not, under the 
provisions of the standard policy, open to the insured to demand 
reinstatement as a basis of indemnity. The companies have, however, 
in certain cases agreed that the basis of Lability shall be the cost of 
reinstating the property damaged or destroyed instead of the amount 
of the damage or the value of the property at the date of loss. It 
will be appreciated that payment on a reinstatement basis may go 
beyond actual indemnity, inasmuch as it can provide “new lamps for 
old!" In practice reinstatement cover is limited to buildings and 
machinery, and where granted the following wording is used — 

It is hereby agreed that in the event of the property insured under 
(Item(s) No(s ) of) the within policy being destroyed or 

damaged the basis upon which the amount payable under (each of 
the said Items of) the policy is to be calculated shall be the reinstate- 
ment of the property destroyed or damaged, subject to the following 
special provisions and subject also to the terms and conditions of 
the policy except m so far as the same may be varied hereby. 

For the purposes of the insurance under this memorandum “rein- 
statement" shall mean — 

The carrying out of the aftermentioned work, namely, 

(a) Where property is destroyed, the rebuilding of the property, if 
a building, or, in the case of other property, its replacement 
by similar property, m either case m a condition equal to 
but not better or more extensive than its condition when new. 

(&) "Where property is damaged, the repair of the damage and the 
restoration of the damaged portion of the property to a con- 
dition substantially the same as but not more extensive than 
its condition when new. 

Special Provisions 

i. The work of reinstatement (which may be earned out upon 
another site and m any manner suitable to the requirements 
of the Insured subject to the liability of the Company not being 
thereby increased) must be commenced and earned out with 
reasonable dispatch and m any case must be completed within 
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twelve months after the destruction or damage or within such 
further time as the Company may (during the said twelve 
months) in writing allow; otherwise no payment beyond the 
amount which would have been payable under the policy if this 
memorandum had not been incorporated therein shall be made. 

2 When any property insured under this memorandum is damaged 
or destroyed m part only the liability of the Company shall 
not exceed the sum representing the cost which the Company 
could have been called upon to pay for reinstatement if such 
property had been wholly destroyed 

3. No payment beyond the amount which would have been payable 

under the policy if this memorandum had not been incorporated 
therein shall be made until the cost of reinstatement shall have 
been actually incurred 

4. Each Item msured under this memorandum is declared to be 

separately subject to the following Condition of Average, 
namely — 

If at the time of reinstatement the sum representing the cost 
which would have been incurred in reinstatement if the whole 
of the property covered by such Item had been destroyed, 
exceeds the sum insured thereon at the time of the destruction 
or damage then the Insured shall be considered as being his 
own insurer for the excess and shall bear a rateable proportion 
of the loss accordingly. 

5 No payment beyond the amount which would have been payable 

under the policy if this memorandum had not been incorporated 
therein shall be made if at the time of any destruction or damage 
to any property msured hereunder such property shall be 
covered by any other insurance effected by or on behalf of the 
Insured which is not upon the identical basis of reinstatement 
set forth herein. 

6 Where by reason of any of the above special provisions no payment 

is to be made beyond the amount which would have been pay- 
able under the policy if this memorandum had not been incor- 
porated therein the rights and liabilities of the Company and 
the Insured m respect of the destruction or damage shall be 
subject to the terms and conditions of the policy, including any 
Condition of Average therein, as if this memorandum had not 
been incorporated therein 

Care should be taken to ensure the satisfactory application of the 
clause to building and machinery. For example, the wording of a 
machinery item may include “Other Contents” as follows — 

Machinery, Shafting, Belting, and Gearing and all fixed and mov- 
able utensils, fixtures and fittings m trade and other contents exclusive 

of stock in trade 

The application of the clause to this item would result m replacement 
cover being given in respect of such property as printed books, models, 
moulds and the like which are not only unsuitable subjects _ for 
reinstatement cover but comprise property in respect of which liability 
will have already been restricted: vide the “Other Contents” clause. 
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The wording quoted above is that applicable to new insurances, 
that is to say, new so far as reinstatement cover is concerned. In the 
case of some existing policies it may be found that the wording m 
use is somewhat different. 

Reinstatement of Buildings in Compliance with the Requirement of 
Public Authorities. A further development of reinstatement insurance 
arises in the case of buildings which, following fire damage, have to be 
reinstated in accordance with the requirements of the local authority. 
The wording of the local authority clause, as it is commonly known, is 
as follows — 

The insurance by Item of this Policy will include such addi- 
tional cost of reinstatement of the destroyed or damaged property 
thereby insured as may be incurred solely by reason of the necessity 
to comply with Building or other Regulations under or framed m 
pursuance of any Act of Parliament or with By-laws of any Municipal 
or Local Authority provided that — 

(1) The amount recoverable under this extension shall not mclude 

(a) the cost incurred m complying with any of the aforesaid 

Regulations or By-laws 

(I) m respect of destruction or damage occurring prior to the 

grantmg of this Extension, 

(II) in respect of destruction or damage not insured by the 

Policy, 

(in) under which notice has been served upon the Insured 
prior to the happening of the destruction or damage, 

(iv) m respect of the undamaged property or undamaged 
portions of property 

(b) the additional cost that would have been required to make 

good the property damaged or destroyed to a condition 
equal to its condition when new had the necessity to comply 
with any of the aforesaid Regulations or By-laws not 
arisen. 

(c) the amount of any rate tax duty development or other charge 

or assessment arising out of capital appreciation which 
may be payable m respect of the property or by the owner 
thereof by reason of compliance with any of the aforesaid 
Regulations or By-laws 

(2) The work of reinstatement must be commenced and earned out 

with reasonable dispatch and m any case must be completed 
within twelve months after the destruction or damage or 
within such further time as the Company may specifically m 
wntmg allow during the said twelve months and may be 
earned out wholly or partially upon another site (if the 
aforesaid Regulations or By-laws so necessitate) subject to 
the Lability of the Company under this Extension not being 
thereby increased 

(3) If the liability of the Company under (any item of) the Policy 

apart from this Extension shall be reduced by the apphcation 
of any of the terms and conditions of the Policy then the 
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liability of the Company under this Extension (m respect of 
any such item) shall be reduced m like porportion. 

(4) The total amount recoverable under any item of the Policy 

shall not exceed the sum insured thereby 

(5) All the conditions of the Pokey except m so far as they may be 

hereby expressly varied shall apply as if they had been 
incorporated herein 

It is interesting to note how this clause developed. Following the 
Great Fire of London, when most of the buildings were, at that time, 
of timber construction which, of course, aided the conflagration, an 
Act was passed — The Fires Prevention (Metropolis) Act, 1774 — which 
required all buildings remstated after fire damage to conform with 
certain building requirements. After a penod of years it transpired 
that an insured could be involved m greater loss than might be the 
case if the value of the building at the time of fire was the limit of 
liability, i.e. where he had to re-erect the property damaged or 
destroyed in accordance with local authority requirements and this 
required the erection of a more substantial building than previously. 
Accordingly the companies have agreed to the adoption of the basis 
indicated m the above wording. A significant part of the clause is 
the words “undamaged portion or portions . . which has the effect 
of confining payment when arising under this clause to the portion or 
portions of the property actually damaged, 1 e. if an insured had to 
demolish and re-erect the whole of a building, part only of which had 
sustained fire damage (before the local authonty would sanction the 
use of the building again), the liability of the company under this 
proviso would be confined to the portion of the property actually 
damaged. It will be noted that the sum msured under the pokey is 
the maximum liability of the company. It should be noted, too, that 
“Contents” may also come within this extended cover m so far as the 
dictates of a local authonty necessitate their remstatement or removal 
to the new position of a building as required by that authority. 

Tobacco (Basis of Settlement) 

Notwithstanding anything herein contained to the contrary it is 
hereby declared and agreed that m the event of loss the basis of 
settlement shall be the cost price of the Tobacco (including Cigarettes 
and Cigars) delivered into Warehouses on this side with a further 
sum to cover all subsequent charges, interest, appreciation m value 
and extra cost of replacement, not being more altogether than 
the cost at which the destroyed or damaged Tobacco (including 
Cigarettes and Cigars) if capable of replacement can be replaced 
within 30 days after the date of the fire or of the commencement of 
any destruction of or damage to such property by any other peril 
hereby insured against For the purpose of Average the value of the 
property hereby insured against shall be calculated on the same 
principle as that on which the loss is to be assessed as aforesaid 

The operation of this clause, inserted m msurances on tobacco in 
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mercantile warehouses, will be of interest inasmuch as it would appear 
to proceed a stage beyond indemnity, i.e. recovery is not limited to 
the value of tobacco stocks damaged but covers certain incidental 
losses such as interest and subsequent charges. 

TEMPORARY REMOVAL OF PROPERTY 

To protect an Insured whilst his plant, machinery, etc., is removed 
temporarily to either another part of his premises or premises not m 
his occupation for cleaning, renovation or repair the undemoted 
clause(s) are inserted 

The restrictions on property removed to premises not in his occupa- 
tion will be noted, also that the extensions do not apply to Stock. 

The property insured other than Stock m Trade or Merchandise by 
Item of this Policy is covered whilst temporarily removed else- 
where on the same premises for cleaning, renovation or repair. 

The amount recoverable under this extension shall not exceed the 
amount which would have been recoverable had the loss occurred in 
the part of the premises from which the property damaged or destroyed 
had been temporarily removed 

Subject to the following provisions the property insured other than 
Stock m Trade or Merchandise by Item of this Policy is covered 

whilst temporarily removed for cleaning, renovation or repair to any 
premises not m the Insured’s occupation and m transit thereto and 
therefrom by road, rail or inland waterway all m Great Britain, 
Ireland and Northern Ireland. 

The amount recoverable under this extension m respect of each 
item aforesaid shall not exceed (a) io per cent of the amount of the 
item after deductmg from the sum insured the value of any stock m 
trade or merchandise insured by the said item nor (b) the amount 
which would have been recoverable had the loss occurred at the 
premises from which the property damaged or destroyed is temporarily 
removed. 

This extension does not apply to — 

(a) Motor Vehicles and Motor Chassis 

(b) Property held by the Insured m trust, other than machinery 

and plant 

(c) Property if and so far as it is otherwise insured 
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Special Forms of Cover and Special Clauses (continued) 
Arrangement of Stock Insurances 

DECLARATION POLICIES 

In Chapter VII reference was made to some of the considerations 
relating to floating insurances on stock (i e. insurances, in one amount, 
of stock in more than one location) and insurances on property in the 
open. In continuation of the consideration of the arrangement of a 
client's policy to best advantage, declaration policies next call for 
comment. This form of cover gained prominence about twenty years 
ago, and it is suggested that declaration insurances are satisfactory 
to both the insured and the insurer. The operation is as follows. The 
insured effects insurance for the maximum amount at risk during the 
ensuing period of insurance and pays premium in advance on the 
basis of 75 per cent of the premium normally chargeable on such 
amount. Thereafter the insured declares at stated intervals, which 
generally vary from one week to one month, the amount actually at 
risk either on a particular date or the maximum amount at risk at 
any time during the penod to which the particular declaration applies. 
At the end of the period of insurance the rate chargeable is applied 
to the sum insured produced by dividing the total of the declarations 
by the number of declarations made, i.e. the average amount actually 
at risk during the penod of the insurance, and based on such average, 
the balance of premium is collected from or returned to the insured, 
subject to the company retaining not less than a percentage (usually 
50 per cent) of the premium which would have been paid at the 
inception of the period of insurance if the insurance had been effected 
on an ordinary (in lieu of declaration) basis. The insured is bound to 
declare at the specified periods (subject to thirty days' grace) 
otherwise the sum insured by the policy is deemed to have been 
declared. All declaration policies should be subject to pro rata average 
and bear a clause warranting that all other insurances on the property 
insured are in identical terms. The advantage to the insured of this 
class of insurance lies largely m the fact that he is able to effect 
insurance for the maximum amount likely to be at nsk during the 
ensumg twelve months, but, subject to the application of the minimum 
premium referred to previously, pays premium on only the actual 
amounts that have been at risk. This provides him with a margin of 
cover without premium penalty, and normally adequately provides for 
fluctuations in the amount at risk which may vary according to : (a) 
change in market value; (b) seasonal features of particular trades; 
and (c) any other features which may produce fluctuation 

Possibly the company may be at some disadvantage inasmuch as 
it may have to arrange its retentions on the basis of the sum 

95 
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insured at which the policy is issued and not on the basis on which 
it eventually receives premium, but this does not involve any 
material difficulty. 

The wordmgs of declaration policies are composite, but before 
considering these the respective forms of wordings should be examined. 
The following summary shows the circumstances m which the 
respective wordings apply — 


Wording 

\ No of 
Risks 

Insurance by 

Rate 

Applicable 

Basis on which dec- 
laration to be given 

A \ 



Separate policy or 

Fixed all 

One declaration in 




specification 

round 

respect of the whole 

1 


1 or 


of the situations 



more 



involved 

B 



One item m a policy 

do 

do 

) 



or m a specifica- 
tion 



C 

More 

Separate policy or 

Provisional 

Separate declaration 


than 

specification 

all round 

for each situation 


1 

rate 

involved 


The wordmgs for A and B are as follows, the wording for A being 
with the exclusion of the words m brackets, and wording B being with 
the inclusion of the words m brackets. 

A The msurance by (Item No. of) this policy is subject to the 
following memorandum — 

Memorandum The value of the property on the day of each 

calendar month shall be declared m writing by the Insured to the 
Company within thirty days thereafter, and if a declaration be not 
so given the Insured shall be deemed to have declared the maximum 
sum insured as the value 

On the expiry of each period of msurance the actual premium (for 
the said item) shall be calculated at the rate of per cent on 

the average amount insured, 1 e the total of the sums declared 
divided by the number of declarations If the actual premium be 
greater than the first premium of £ (for the said item) or m the 
case of the second and subsequent periods of msurance the annual 
premium of £ therefor, the Insured shall pay the difference ; if it 
be less, the difference shall be repaid to the Insured, but the repayment 
shall not exceed one-third of the first or annual premiums respectively 

In consideration of the Insurance not bemg reduced by the amount 
of any loss the Insured shall pay the appropriate extra premium on 
the amount of the loss from the date thereof to the date of the expiry 
of the period of Insurance. 

It is warranted that every msurance on the property be identical 
in wording with this insurance 1 and that any Warranty applied in 
this Policy to the Insurance on any Building or the Contents of any 
Building containing stock insured hereby shall be deemed to apply 
to the Insurance of such Stock Subject to the attached pro rata 
conditions of average 

1 These words to be omitted if no warranties apply 
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The wording for C is as follows — 

The value of the property at each situation on the day of 

each calendar month shall be declared in writing by the Insured to 
the Company within 30 days thereafter. 

On the expiry of each penod of insurance the actual premium for 
the insurance at each situation shall be calculated at the rate applic- 
able on the average amount insured, 1 e. the total of the sums declared 
divided by the number of declarations due to have been made 

Whenever declarations be not given as aforesaid the maximum 
Sum Insured shall be deemed to have been the total value of the 
property at all the situations and premium shall be charged thereon 
at the rate of one-twelfth of per cent. 

If the total of the said premiums be greater than the first premium 
(or m the case of the second and subsequent periods of insurance the 
Annual Premium) the Insured shall pay the difference ; if it be less, the 
difference shall be repaid to the Insured, but such repayment shall 
not exceed one-third of the First or Annual Premium respectively. 

In consideration of the insurance not being reduced by the amount 
of any loss the Insured shall pay the appropriate extra premium on 
the amount of the loss from the date of the expiry of the period of 
insurance 

It is warranted that every insurance on the property be identical 
in wording with this Insurance and that the undemoted Warranties 
shall apply to the insurance of any stock in the buildings mentioned 
subject to the attached pro rata Condition of Average 


The following are typical examples of policy operation — 

Wordings A and B 

Sum Insured £10,000. Rate per cent 2s 

Annual Premium £10 Provisional premium paid in advance (75 

per cent) = £7 10s 
Case 1 Case 2 


(where operation 
of premium clause 
affects amount of 
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Wordings A and B — (< contd ,) 

Premium Adjustment — 

£ s. d £ s d 

Premium paid . . 7 10 o 7 10 o 

Premium earned .700 460 

Return premium . 10 o £3 4 o 

As the minimum 
premium is £5 the 
maximum return 
will be £2 1 os not 
£3 4 s 

Wording C 

Total sum insured, £10,000 

Provisional all-round rate 3s per cent based on the fact that the insurance 
applies to three separate risks, each differentially rated, viz — 

Risk Rate 

A 2S 

B 2s 6d 

C 4s 


Annual premium, £15 Provisional premium paid in advance (75 per cent) 


= £« 5 s 








Monthly Declarations- 

— 











Locations 


Total 





A 

B 

c 






£ 

£ 

£ 

£ 

January 

. 



2,000 

1,500 

6,000 

9,500 

February . 




2,500 

2,500 

4,000 

9,000 

March 

. 



4,500 

3 , 5 oo 

1,000 

9,000 

April 

. 



3,000 

1,000 

2,500 

6,500 

May « 

. 



2,000 

4,000 

2,500 

8,500 

June 




6,000 

2,000 

1,000 

9,000 

July . 




1,000 

1,000 

5,500 

7,500 

August 




2,500 

4 , 5 oo 

2,000 

9,000 

September 

. . 



6,000 

1,000 

2,000 

9,000 

October 




2,000 

3,000 

4,000 

9,000 

November . 

. , 



500 

2,000 

6,500 

9,000 

December . 

* 



ml 

4,000 

4,500 

8,500 

Total 

* 



£32,000 

£30,000 

£41,500 

£103,50° 

Average of Declarations 

* 

. 

£2,667 

^2,500 

£3.458 

£8,625 





£ s . d 

£ 5 d 

£ * d 

£ « d 

Premium on Average Declarations 





based on 

specific rate 

for 

each 





risk 

• 

• 

• 

2 13 4 

326 

6 18 4 

12 14 2 

Premium Adjustment — 




£ s , d 




Premium paid 

11 5 0 




Premium earned 

12 14 2 




Additional premium 192 

General Comments* 1. It will be observed that if a loss occurs, the 
sum insured is automatically reinstated and that additional premium 
from date of loss to next renewal date on the amount of the loss 
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becomes payable. This extra premium is usually included m the 
adjustment at the end of the period of insurance in which the loss 
occurs. 

2. The fact that an insured may furnish a declaration m excess of 
the sum insured does not increase the company’s Lability, and 
accordmgly the declaration in such circumstances will be the sum 
insured by the policy. In such circumstances the insured’s attention 
should be drawn to the apparent under-insurance giving him an 
opportunity of increasing the sum insured but not retrospectively. 

3 If the insurance is scheduled, i.e. shared by more than one 
company, each company’s policy should bear a clause as follows — 

The Company shall pay to or receive from the Insured 1 
per cent of any return or additional premium under the terms of 
the attached specification 

ADJUSTABLE POLICIES 

A method of insuring stocks which is alternative either to an ordinary 
insurance or a declaration insurance is available by means of an 
adjustable policy. These policies are usually issued for a period of not 
less than twelve months for an initial sum insured, fixed by the insured 
as meeting his immediate requirements, the premium charged being 
calculated on the normal basis. The insured, however, has the option 
at any time, subject to notice being given to the company, of amending 
the sum insured in an upward or downward direction, according to his 
requirements. The additional or return premiums due on such 
vanations are calculated on a pro rata basis In practice a sheet is 
attached to the policy on which are recorded particulars of the 
variations. A specimen of the form will be found in Chapter XVI. 

MAXIMUM VALUE POLICIES WITH DISCOUNT 

Finally, in considering the arrangement of stock insurances, the 
question of whether or not a maximum value policy should be issued 
should be considered. These policies were introduced in 1924 in respect 
of fire insurances on stock in bleach, dye and print works, cotton mills 
in England and Ireland, and Manchester warehouses, to give a discount 
m recognition of fluctuations m value over the year. It is customary 
to limit the application of these policies tc risks indicated. The 
procedure is as follows — 

Insurance is effected for the maximum value of the stock at any 
time during the year, the ordinary rate or rates are applied, and a 
discount is allowed. 

The maximum value policy is subject to the following conditions — 

1. All insurances on the same property must be m identical terms 

2. No return of premium is allowed in respect of a reduction in the 
sum insured. 

3. If two or more offices are interested, the insurance must be 
scheduled. 

1 Here insert the company’s proportion of the specification 
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4 All policies must be subject to average as regards the total sum 
insured. 

5. The sum insured (including increases thereof) must be maintained 
for at least twelve months. 

When the insurance applies to one risk only (or any number of risks 
if all similarly rated) the appropriate rate is applied to the maximum 
value, 1 e the sum insured, and the appropriate discount deducted, 
and the following wording incorporated m the policy — 

In consideration of the Insured effecting insurances under this and 
other policies for the maximum value (declared at £ ) of 

property as above described for a period of not less than twelve 
months, a discount of 33 J (or 20) per cent is allowed off the premiums 
chargeable under this policy m recognition of fluctuations m value 
during the currency of this insurance. It is warranted that all insur- 
ances on the property above described shall be m identical terms 

When, however, the insurance applies to two or more differentially 
rated risks, the following principles are observed — 

(a) A separate maximum value for each differentially rated risk or 
group of risks must be declared, but any group of risks may be treated 
as one, provided the highest rate in that group is applied to all. (The 
total sum insured will not necessanly be the total of the individual 
maxima — generally it is less.) 

(b) The rate for the highest rated risk or group is applied to the 
maximum value applicable thereto, then similar treatment is applied 
to the next highest rated risk or group until the total sum insured is 
exhausted. From the sum of these premiums the appropriate discount 
is allowed. Only those individual maxima which are completely 
exhausted m the premium calculation are stated m the policy, and it 
is agreed that the amount claimable m respect of stock m any risk or 
group shall not exceed the maximum set against such nsk or group. 


Example 


Risk No 

Rate j 

Declared Maximum Value Sum Insured 

1 

5 s 

£5,000 \ 

2 

4 s 

4,000 l £10,000 

3 

3 s * 

3,000 [ 

4 

2S 

2,000 J 



£14,000 


Premium Calculation 


Risk 


£ * 

d 

1 

5,000 at 5s per cent = 

12 IO 

0 

2 

4,000 ,, 4s ,, ,, = 

8 0 

0 

3 

1,000 „ 3s ,, „ — 

I 10 

0 


10,000 

22 O 

0 


Less say 33 J per cent 

7 6 

8 



£ l 4 13 

__4 
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Maxima to be incorporated m policy wording — these apply to risks 
Nos. i and 2 only, as the maxima for risk No. 3 are not completely 
exhausted in premium calculation and risk No. 4 is not included 
therein. 

The policy wording for this cover is as hitherto, with the addition 
of a declaration of the maxima in each range and a clause limiting 
the amount claimable in respect of each range to the appropriate 
declared maximum. 

Whilst m certain circumstances the discount may be applied to 
sprinkler leakage insurances (see Chapter XVIII), the discount is not 
normally allowed off any special penis premium (see Chapter XVII). 

CONTINGENCY COVER 

Merchandise which has been consigned to the custody of a third 
party, for instance a haulage contractor, may sustain fire damage and 
the owner might suffer loss, notwithstanding that the third party had 
accepted responsibility for the goods in question, owing to inadequate 
fire insurance cover and/or insufficient means on the part of the third 
party to make good the value of the damaged property for which he 
had accepted responsibility. It is possible for the owner to safeguard 
himself agamst such a contingency by obtaining contmgency cover. 
This is provided at a modified rate, the insurance effected in such 
circumstances being m the nature of a “ second fine of defence” and 
applying only m the event of the responsible party being unable to 
implement indemnity. It is subject to a clause, known as the con- 
tingency clause, on the following lrnes — 

This policy only applies to Merchandise in vehicles where the 
Haulage Contractor is responsible to the Insured for destruction or 
damage by fire of such merchandise, and no claim shall be payable 
under this policy except for so much of any destruction or damage 
as the Haulage Contractor may be liable for but which the Insured 
is unable to recover 

This cover is granted under an ordinary fire policy but subject to a 
clause on the above lmes. 
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Endorsements 

After a fire policy has been issued it frequently transpires that 
alterations arise such as change of interest, alteration in sum msured, 
removal, increase or reduction m fire risk. The companies’ practice is 
not to issue a new policy every time an alteration takes place to recog- 
nize the changed circumstances , this would be wasteful. In practice, 
an endorsement is prepared stating the nature of the amendments and 
giving effect to any premium alteration as a consequence This is 
typed on or attached to, and forms an integral part of, the policy. In 
fact it will be recalled that the fire policy anticipates sum msured 
variation after issue of the policy by the insertion of the following 
memorandum in the policy preamble — 

or such other sum or sums as may be substituted therefor by memor- 
andum hereon or attached hereto signed by or on behalf of the 
* Company. 

The significance of this phrase is that the machinery is available, 
subject to the concurrence of both parties interested m the contract, 
to vary the contract after issue. Similarly, other alterations, not only 
sum insured variations, may be incorporated m the policy by endorse- 
ment provided both parties agree. 

PROCEDURE 

Two methods are adopted for amending a policy by endorsement — 

[a) The endorsement giving effect to the alteration can be typed on 
the document itself. 

(b) The alteration can be made by typing the particulars on a 
separate form which is affixed to and becomes part of the policy. 

Endorsements do not require any stamp duty except m the case of 
endorsements (rapidly falling out of practice) which are a combined 
endorsement and receipt for any premium due. If such premium 
exceeds £2, a twopenny stamp is required and the endorsement wording 
would terminate — 

In consideration of which an additional premium of £ 
is hereby acknowledged. 

A word of caution. An endorsement alteration usually affects part 
of the policy only. The remainder of the policy is unaffected. To make 
this clear the following words should be introduced on endorsements 
(if an endorsement form is used which is affixed to the policy, they 
could be printed as part of the standard endorsement form) — 

Subject otherwise to all other terms and conditions of this policy 
or alternatively, the following — 

All terms and conditions of the policy unaltered except as above stated. 
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CIRCUMSTANCES UNDER WHICH ENDORSEMENTS SHOULD 
NOT BE USED 

Endorsements to give effect to alterations should not be used — 

1. When the endorsement wording is so extensive that the clarity 
of the policy is diminished. 

2. Where a policy has already been continuously endorsed to an 
extent that it would be a source of annoyance to an insured (or 
insurer) to go through a process of elimination to ascertain precise 
cover. 

A new policy should be issued in the above circumstances, although 
if it is particularly desired to retain the old document and not re-issue 
the policy, the following endorsement wording, accompanied by 
complete revision of the policy to show the up-to-date and exact terms, 
would have the same effect as re-issuing the policy — 

It is hereby declared and agreed that the insurance by this policy 
now stands as follows and not as heretofore 

The complete revision of the typewritten policy wording would then 
follow. 

Alternatively, if the insurance is arranged on a specification basis, 
the following clause would apply — 

It is hereby declared and agreed that the specification attached to 
and forming part of this policy is now cancelled and the specification 
dated attached hereto is substituted therefor 

ENDORSEMENTS IN EVERYDAY USE 

Change of Interest. The simplest form of interest endorsement 
arises where it is desired to transfer the interest from the policyholder 
to the new acquirer of interest m the property. The standard policy 
makes it clear that the policy is a personal contract, and apart from 
changes of interest by will or operation of law, the company must 
agree to the transfer and suitably alter the policy before this can be 
recognized as being a valid contract with the new interested party. 
Accordingly, the wording is as follows — 

(a) *Endorsement No on Policy No in the 

name of 

It is hereby declared and agreed that the mterest in the insurance 

by this policy is now vested in and not as 

heretofore 

♦Subject otherwise to all other terms and conditions of the policy. 

♦Date *Signed 

The parts of the endorsement marked * should form part of all 
endorsements and to avoid repetition will not be referred to m 
subsequent endorsements. 

(b) Additional Interest 

It is hereby declared and agreed that (James Smith) of (27 King 
Street, Exeter) is also interested m the insurance by this policy as 
(Mortgagee). 
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(c) Transfer by Will or Operation of Law 

It is hereby declared and agreed that the interest m the insurance 
by this policy is now vested m (Edward Jones and Owen Smith) as 
Executors of the within named (Adam Smith) and not as heretofore. 

(d) Alteration of Interest for an Item[s) of Policy only 

It is hereby declared and agreed that is interested 

as in the insurance by Item No of this 

- Policy 

Change of Address of an Insured. 

It is hereby declared that the address of the Insured is now 
and not as heretofore 

This would record the new address of an insured 
Removal, (a) Household goods removed from one dwelling house 
to another — 

The Insured having removed to the private dwelling house, con- 
structed of brick, stone or concrete and roofed with slates, tiles, 
metal, concrete or asphalt situate the insurance by this 

policy is hereby transferred and now held to apply at such new 
address and not as heretofore 

(b) Otherwise, e g trade premises — 

It is hereby declared and agreed that the property insured by 
(Item of) this policy is removed to and held covered only 

m 

Return /Additional premium to £ 

Future Annual Premium as from £ 

(The wordmg appertaining to new location, construction of premises, 
risk features would be inserted ) 

(c) Removal from one portion of the premises to another. This 
endorsement, m effect, transfers the sum msured (or part) from one 
item to another without alteration of the total sum insured — 

It is hereby declared and agreed that the following alterations are 
made m the insurance by this policy 

Item reduced to £ 

Item increased to £ 

Total Sum Insured unaltered 
Return/Additional premium £ 

Future Annual Premium as from £ 

Alteration in Fire Risk. Endorsement wordmgs of this nature 
present slightly more difficulty to the drafter than those referred to 
previously. There are many variations, and the following are some 
examples — 

[a) Introduction of an oil engine into a small woodworking risk for 
power purposes — 
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1. II the insurance is subject to warranties — 

It is hereby declared and agreed that (description of oil 

engine) is now installed m the Building No. on plan 

insured by (Item of) this policy. The sum insured by (the 

said item of) this policy is accordingly mcreased to £ . Fur- 
ther the insurance by (Item of) this policy is now subject 

to all the aforesaid warranties dated except 

Nos 

(Here would be stated all the warranties not applicable including 

that relating to the use of the oil engine ) 

As a consequence an additional premium of is charged 

until when the future annual premium will be 

2 . For a risk not subject to warranties — 

In consequence of the Insured having installed (description 

of oil engine) m the building described m this policy the 

Sum Insured and Future Annual Premium are mcreased to £ 
and £ respectively and an additional premium of £ 

is charged until 

In the case of No. 2 it is assumed that the policy is a single item 
policy. 

(b) Premises ceasmg to be used for manufacturing purposes — 

It is hereby declared and agreed that the premises described by this 
policy are no longer used for manufacturing purposes and are now 
silent 

As a consequence a return premium of £ is hereby 

allowed to when the Future Annual Premium will be 

reduced to £ 

Notice to be given to the Company when the said premises are 
again m use and a suitable extra premium paid if required 

(c) Resumption of work in premises where the policy has previously 
been endorsed to give effect to non-manufacture — 

In consideration of the machinery in the aforesaid buildings being 
agam used for manufacturing purposes the Future Annual Premium 
is mcreased to £ and an additional premium of £ 

is hereby charged to the Insured to when the Future 

Annual Premium will be £ 

The within affixed warranties apply to this insurance in the same 
manner as heretofore 

{d) Occupation of a building hitherto vacant — 

In consideration of the building marked No. on plan 

(insured by Item of this policy) being occupied by the 

Insured for (here would follow a description of the occupancy 

of the building) an additional premium of £ is hereby 

charged to the Insured until renewal 19 when the Future 

Annual Premium will be £ 

8 — (B 392) 



106 FIRE POLICY DRAFTING AND ENDORSEMENTS 

(e) The following endorsement shows how warranties can be applied 
by endorsement — 

It is hereby declared and agreed that the buildings described by 
Items of this policy are now occupied by Joiner 

and Garage Proprietor as garage for motor lorries and as wood- 
working shop containing two benches, small circular saw worked by 
electro motor therein. 

Further the sum insured by Item is now held to include 

Motor Lorries, Accessories and Utensils m the said building the pro- 
perty of the Insured or held by him in trust or on commission for 
which he is responsible. 

A quantity not exceeding gallons of petrol is allowed to 

be stored m tins in a metal container m said budding but it is war- 
ranted that the tanks of the said vehicles be not emptied or filled m 
the building. 

Warranted that all shavings, sawdust or refuse be removed dady 
from the building. * 

Electrical Clause (usual wording) 

In consideration of the foregoing the sums insured by Items 
are increased to and an additional premium of £ 

is hereby charged until . when the Future Annual Premium 

wdl be £ 

Sum Insured Variations, (a) Cancellation of an item — 

It is hereby declared and agreed that the insurance by Item 
of this policy is cancelled as from 

The total sum insured by this policy is reduced to £ and 

a return premium of £ allowed to when the 

Future Annual Premium wdl be £ 

(b) Increase or reduction in sum insured — 

It is hereby declared and agreed that the sum insured by Item 
of this policy is reduced j U>£ 

Total sum insured by the policy is now £ in consideration of 

which a addltlonal ( premium is hereby payable by j the Insured. 
Future Annual Premium will be £ 

(c) Addition of a new item — 

(1) Operative phrase — 

It is hereby declared and agreed that as from the 

following additional item is held to be mcluded m this policy 

(li) Draft Wording — 

Item . on Plant and Machinery (as per Item 
of this policy) at the Insured's premises situate 
£ 

Said premises are marked Nos on a plan of the 

premises lodged with the Company and occupied by the Insured 
as metal cutters' workshop and warehouse. 
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The insurance by this item is subject to the attached printed 
Metal Workers* Warranties dated except No 

the height of the building not exceeding three storeys. 

Total Sum Insured and Future Annual Premium increased to 
£ and £ respectively Additional Premium until 

next renewal £ 

1. The use of the words “occupied by the insured ” saves a repetition 
of the designation. 

2. It has been assumed that the company has a printed scale of 
warranties for metal workers. These would be attached in the normal 
way to the policy. 

3. No electrical clause has been inserted as it has been assumed 
that this is already in the policy draft in question. 

(d) Variations in amount of existing item and provision for a new 
item in the schedule — 

It is hereby declared and agreed that as from the 

following alterations are made in this pokey — 

Item 1. Sum Insured increased to £ 

Item 2 Sum Insured reduced to £ 

The following Item is added — 

Item 9. Twelve months' rent of the above described buildings 
in proportion to the sum insured by this pokey on each such build- 
ing (Rent Condition would form part of the endorsement.) 

Total Sum Insured mcreased to £ and the Future 

Annual Premium to 

Gross . . . . £ 

Less Long Term Discount . 


£ 


Additional premium from to of is 

hereby charged 

This Company's proportion per cent being — 

Sum Insured . . . £ 

Future Annual Premium 
Additional Premium 

1. The rent clause would be attached to the endorsement. 

2. The showing of the discount in the endorsement follows the 
practice adopted for discount outlined in Chapter XII. 

(e) Sometimes, following a general increase in values, an insured 
increases his insurance by a flat percentage rather than by revising 
the amount of each item. 

The wording would be as follows — 

It is hereby declared and agreed that as from the sums 

insured by each and every item of the specification attached to this 
policy are increased by.. per cent making the total sum 
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insured £ m consequence whereof the future annual pre- 

mium is increased to — 

Gross . . £ 

Less discount for Electric 
Light .... 


Less Long Term Discount 


£ 

and there is charged an additional premium of £ to 

This Company's proportion of the foregoing per cent being 

Sum Insured * . . . £ ° 

Future Annual Premium 
Additional Premium 
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Endorsements (continued) 

CANCELLATION 

Where it is decided to cancel a policy before expiry and allow a return 
of premium, the following is a wording for use which (a) records the 
amount of premium refund, (b) acts as a receipt from the insured, and 
(c) makes it clear that the insurance is null and void. 

Received from the Insurance Co , Ltd , the sum of 

m consideration of this policy being cancelled and the 
insurance thereby being made null and void as from 

Date Signature Insured. 

If the amount of refund exceeds £ 2 , the endorsement should bear 
a twopenny stamp 

For this form of endorsement there is no necessity to incorporate 
the words “Subject otherwise to all other terms and conditions of the 
policy/’ as obviously these would not have any force as the policy is 
cancelled. 

AMENDMENT OF RENEWAL DATE 

It is sometimes required to alter the expiration date of a policy 
and in such cases it is preferable to extend the period of the policy 
rather than to reduce the period The wording is as follows — 

It is hereby declared and agreed that the period of insurance by 
this policy is extended until [25th December, 1954] an d the insurance 
shall thereafter fall due for renewal annually on 25th December. 

In consideration of which an additional premium of £ 
is hereby charged. 

REINSTATEMENT OF SUM INSURED UNDER A POLICY AFTER 
LOSS PAYMENT 

If payment is made under the fire policy for any loss occurring 
during the period of insurance, the sum insured under the policy 
stands reduced until next renewal date by the amount of the loss 
unless the insured requests that the sum insured is reinstated. The 
endorsement after the necessary instructions had been received would 
read — 

Notwithstanding payment of the sum of £ under a claim 

for destruction or damage by fire or other peril hereby insured 
against, the insurance by each of the items of this policy is hereby 
declared to stand in force for the full amount from m 

consequence of which an additional premium of £ is 

charged until next renewal 

(This Company's proportion per cent being ) 

The premium would be calculated by charging pro rata premium 
based on the number of days from date of loss to renewal. 
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NIGHTWORK 

The introduction of mghtwork, i.e between 9 p.m. and 5 a.m., 
during the currency of the policy sometimes calls for an additional 
premium, and the wordmg to recognize the changed circumstances is 
as follows — 

In consideration of mghtwork being earned on m the premises 
insured (by Item of) this policy as from an addi- 

tional premium is hereby charged until next renewal when the annual 
premium will be £ . Additional premium £ 

Many tariff warranties contain a condition to the effect that no 
nightwork is done and m such case the deletion of the appropriate 
warranty and consequential premium adjustment would meet the 
changed circumstances. 

TRANSIT 

Goods in transit would not be covered under a policy insuring goods 
at a specified location. To pass the premium through the books 
giving effect to the temporary cover of goods m transit, the following 
wording would be used — 

The property insured hereby having been held covered from 

to whilst m transit to an additional pre- 
mium of £ is hereby charged. 

LONG TERM 

The wordmg for renewal of a long-term agreement follows that 
inserted on the policy at the time of issue. The difference is that it is 
necessary to refer to the date of the new undertaking completed by 
the insured to continue for a further period of years together with the 
date from which the new agreement dates. The wordmg is as follows — 

In consideration of the undertaking m writing dated the 
(here insert the date of new undertaking) and signed by the 

Insured the Company hereby undertakes to contmue the insurance 
under this policy or any policy or pohcies issued m substitution for 
this policy for the term of years from (date of com- 

mencement of new agreement penod) and to allow a discount 
of per cent off the net premiums on (Item Nos of) 

this policy or (the corresponding Items of) any substituted policy or 
policies, it being understood that at any time during the continuance 
of the insurance the sum insured may be reduced to correspond with 
any reduction in value 

The above wordmg would be suitably amended if more than one 
office was interested. 

ADJUSTABLE POLICIES 

The method used to give effect to the constant variations m amount 
arising under an adjustable policy is to have a printed form of state- 
ment or schedule attached to the policy on which the variations are 
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recorded and the same particulars are recorded on a duplicate copy 
retained by the office. The wording is as follows — 

Notwithstanding anything to the contrary within stated it is 
hereby declared and agreed that the sum insured under this policy 
is the amount as shown by the last entry on the schedule below as 
from the date of such entry. 


No of 
Endt 

Date of 
Alteration 

Sum 

Insured 

Return 
| Premium 

Additional 

Premium 

Signed 
for the 
Company 








DECLARATION POLICIES 

In Chapter XIV reference was made to declaration policies and a 
description of their operation was given. Two forms of endorsement 
give effect to declaration policy adjustments. The first, a rather full 
endorsement (relating to a Christmas renewal), is as follows — 

It is hereby declared and agreed that the amounts of the Declara- 
tions for the twelve months endmg 25th December, , are as 
follows — 

£ 

January ..... 

February ..... 

March ...... 

April ...... 

May ...... 

June ...... 

J« J y 

August ...... 

September ..... 

October ..... 

November ..... 

December ..... 


£ 


Average amount declared . . £ 

Premium on average declaration . £ 

Premium paid . £ 

Additional premium . . . £ 

(If a return premium was due the arrangement would be suitably 
varied ) 

The other form of endorsement is very brief, viz. — 

Total declarations for period to £ 

Average „ „ „ to £ 

Premium paid ^ * 

Premium earned ...... £ 

Balance due to (or from) the Company . . . £ 
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The advantage of the first form of declaration endorsement is that 
it sets out m full all the declarations and this may assist the guarantee 
departments in computing their premium adjustment under declaration 
policies. 

The following endorsement gives effect to a sum insured mcrease 
under a declaration policy — 

It is hereby declared and agreed that the sum insured by this 
policy is increased to £ as from 

Additional premium (provisional) to £ 

Future Annual premium (provisional) as from £ 

APPLIANCES 

When appliances or sprinklers are installed in premises during the 
currency of the policy, the wording of the endorsement would follow 
the same lines as that shown m Chapter XII, i e. the endorsement 
would refer to the nature of the appliances installed, maintenance 
provisions, the amount of discount granted, and the return and future 
annual premiums. 

ENDORSEMENTS ON COLLECTIVE POLICIES 

The procedure relating to issue of endorsements on collective 
policies is as follows — 

The leading company prepares the wording of the endorsement in 
the usual way, and copies of this are sent to the co-insurers, intimating 
at the same time that the endorsement carries their approval. Assum- 
ing that the co-insurers do not raise any objection to the endorsement 
terms, then the leading company will proceed to sign the collective 
endorsement — 

for and on behalf of the Insurers named m the policy for the propor- 
tions specified therein. 

Whilst collective endorsements are sometimes issued when the 
endorsement relates to any alteration in the proportions of the co- 
insurers, the introduction of a new co-insurer, or withdrawal of an 
existing office, it is often more satisfactory in such cases for a new 
collective policy to be prepared. 

Similarly, as m the case of the issue of collective policies, the 
interested companies require to pass an entry through their books, 
allotting thereto their own endorsement number, which records the 
terms of the endorsement and the premium and sum insured 
considerations. 
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Special Perils 

The demand for special penis cover has grown during recent years 
and this class of business is likely to develop as the public become more 
“insurance minded.” The popularity of the comprehensive policy for 
the house owner and house occupier (which is dealt with in the next 
chapter) is an indication of the desire for wide cover. 

The various special perils, which are effected by an extension to 
the fire policy, and in some cases by a separate policy, are offered at 
very reasonable rates, and may be classified as follows — 

1. Riot and civil commotion. 

2. Malicious damage. 

3. Aircraft. 

4. Earthquake — fire and shock contingencies. 

5. Spontaneous heating, fermentation, or combustion 

6. Explosion. 

7. Storm, tempest, and flood. 

8. Bursting or overflowing of water tanks, apparatus or pipes. 

9. Impact. 

METHOD OF INSURING AGAINST SPECIAL PERILS 

Normally the above special penis are granted by an extension of 
the fire policy but, in the case of Nos. 7 and 8, the cover is often 
effected by a separate policy, many companies having their own 
storm, tempest, flood, or bursting or overflowing of water tanks, etc., 
policy forms. It is, of course, usual for the special penis cover to be 
placed with the company having the fire insurance, although it is 
possible, but not customary, for the special perils cover to be effected 
with a different company from that having the fire insurance. In the 
event of a separate policy being issued it is customary for such policy 
to contain the following clause — 

It is a further condition of this pokey that the insurance remains 
in force only so long as Fire Policy No or any Policy or 

Policies issued by the Company m substitution thereof is contmued 
with the Company. 

A further point of interest is that to protect the company against 
under-insurance by a perils policy as compared to the sums insured 
by a fire policy the following wording is also usually inserted m any 
penis policy — 

Provided also that the liability of the Company m respect of each 
item of this Policy shall be limited to the proportion which the sum 
insured thereunder shall bear to the total insurances effected by or 
on behalf of the Insured on the same property agamst ordinary fire 
loss or damage 
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Dealing seriatim with the special perils as detailed above, the 
following are the wordings normally used (and other comments) 
which are self-explanatory — 

1. Riot and Civil Commotion. The riot extension wording is as 
follows — 

In consideration of the payment of the aftermentioned additional 
premium, it is hereby agreed and declared that notwithstanding any- 
thing m the withm written policy contained to the contrary, the 
insurance under (the items of) the policy shall, subject to 

the Special Conditions hereinafter contained, extend to include — 

Destruction or damage (by fire or otherwise, including explosion) 
of or to the property insured directly caused by RIOT, CIVIL 
COMMOTION, STRIKERS, LOCKED-OUT WORKERS or per- 
sons taking part m LABOUR DISTURBANCES, or malicious per- 
sons acting on behalf of or m connection with any POLITICAL 
ORGANIZATION 

PROVIDED ALWAYS that all the conditions of the policy (except 
in so far as they may be hereby expressly varied) shall apply as if 
they had been incorporated herein and for the purposes hereof any 
destruction or damage as aforesaid shall he deemed to he destruction or 
damage hy fire 1 

Special Conditions 

1. The liability of the Company (under this endorsement m 
respect of each Item of the withm written Policy shall be limited to 
the proportion which the sum insured thereunder shall bear to the 
total Insurances effected by or on behalf of the Insured on the same 
property against ordinary fire loss or damage, 1 e destruction or 
damage as originally covered by the withm Policy, and) 2 shall m no 
case under this endorsement and the Policy exceed the sum insured 
by each Item of the Policy. 

2. This insurance does not cover — 

(а) Destruction or damage directly or indirectly occasioned by 

or happening through or m consequence of War, Invasion, 
Act of Foreign Enemy, Hostilities (whether war be declared 
or not). Civil War, Rebellion, Revolution, Insurrection or 
Military or Usurped Power. 

(б) Loss or damage occasioned by or happening through con- 

fiscation or destruction or requisition by order of the 
Government or any Public Authority 

(c) Loss or damage resulting from cessation of work. 

(d) Consequential loss or damage of any kind or description, 

3. On the happening of any loss, destruction or damage, full 
details of such loss, destruction or damage shall be furnished to the 
Company within seven days. 

1 The words in italics may be deleted if the cover is granted as an extension to 
the standard policy 

8 When the ordinary fire insurance is Subject to Average, the words m 
brackets ( ) should be omitted The amendments indicated m Note 1 and m this 
note apply also to all the ensuing Special Penis Endorsement wordings 
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The points to which attention is particularly drawn are as follows — 

(a) Average, if applicable under the fire policy, applies with equal 
effect to the riot insurance. Further the sum insured on each item is 
the limit of liability. 

(b) The exclusion of war and other perils. 

(c) The necessity of giving notice of loss within seven days — this 
is important as, if the company wish to exercise their subrogation 
rights under the Riots (Damage) Act, 1886, which make the police rate 
of local authorities liable for not damage, notice of loss must be given 
to the authonties within fourteen days of such occurrence By the 
seven days proviso a margin of time is thus provided for the company 
to enforce its subrogation rights if it so desires. 

The rates for riot cover vary according to degree of hazard, risks 
which might prove attractive to noters, such as jewellers' premises, 
carrying higher rates than those for non-hazardous risk s, e.g. dwelling 
houses where, as a rule, the cover is normally granted without 
extra. 

It is the general practice of the companies not to grant riot cover 
in respect of property m Eire or Northern Ireland. 

2. Malicious Damage. This cover is granted only as an extension to 
the not cover by the deletion of the qualifying clause “acting on 
behalf of or in connection with any Political Organization” which 
appears after “Malicious Persons” and by the addition of a further 
“Special Condition” reading as follows — 

4. In so far as this insurance relates to destruction or damage 
(other than by Fire or Explosion) directly caused by Malicious per- 
sons, it is agreed and declared — 

(I) That destruction or damage by burglary, housebreaking, theft 

or larceny is not covered, nor is the hist £ of each loss 

(II) That it is a condition precedent to any claim that immediate 

notice of the destruction or damage shall have been given 
by the Insured to the Police Authority. 

A suitable extra rate is charged, the premium chargeable being 
generally subject to a minimum premium of £$ and in every case an 
excess (usually £10) is earned. (An excess, it will be recalled, stipulates 
that the insured will be responsible for the first £ . .of each and every 
loss.) 

3. Aircraft. The endorsement wording for this type of cover is as 
follows — 

In consideration of the payment of the aftermentioned additional 
premium, it is hereby declared and agreed that notwithstanding any- 
thing m the within written policy contained to the contrary the 
insurance under (the items of) the policy shall, subject to the 

Special Condition hereinafter contained, extend to include — 

Destruction of or damage to the property insured (by Fire or 
otherwise) directly caused by — 

AIRCRAFT and/or articles dropped therefrom 
Provided always that all the conditions of the policy (except m so far 
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as they may be hereby expressly varied) shall apply as if they had 
been incorporated herem and for the purposes hereof any destruction 
or damage as aforesaid shall be deemed to be destruction or damage 
by fire. 

Special Conditions 

i. The liability . . . A As per condition i 

2 This insurance does not cover — I 

{a) Destruction . . . j 2 (a) and 2 ( d ) of Riot Exten- 
ds) Consequential Loss . . j sion wording 

The development of civil aviation will, it is anticipated, give rise to 
an even wider demand for aircraft insurance which is granted at very 
moderate rates It is usual to carry a higher rate for property on 
aerodrome premises than for property not on such premises 
4. Earthquake (Fire and Shock). The endorsement wording for 
earthquake cover is as follows — 

In consideration of the payment of the aftermentioned additional 
premium, it is hereby declared and agreed that notwithstanding any- 
thing m the within written policy contained to the contrary the 
insurance under (the items of) the policy shall, subject to the 

Special Conditions hereinafter contained, extend to include — 

Destruction or damage (by Fire or otherwise) of or to the pro- 
perty insured directly caused by 


Earthquake 

Provided always that all the Conditions of the Policy (except m so 
far as they may be hereby expressly varied) shall apply as if they 
had been incorporated herein and for the purposes hereof any destruc- 
tion or damage as aforesaid shall be deemed to be destruction or 
damage by fire. 

Special Conditions 


1 The Lability . . . 

2 This insurance does not cover — 

(a) Destruction 

(b) Consequential Loss 


As per conditions 1, 2 (a) and 
2 {d) of Riot Extension 
wording 


If only earthquake fire damage is to be covered, the wording is 
altered by substituting “(by fire only) ” for “(by fire or otherwise).” 
If only earthquake shock damage is required, the words “ (other than 
destruction or damage by fire) ” are substituted for “ (by fire or other- 
wise).” Lower rates are of course applied if only earthquake fire or 
earthquake shock risks are covered as compared with the full earth- 
quake fire and shock cover. 

5. Spontaneous Heating, Fermentation, or Combustion. The endorse- 
ment wording for this cover is as follows — 


In consideration of the payment of the aftermentioned additional 
premium, it is hereby declared and agreed that notwithstanding any- 
thing m the within written pohcy contamed to the contrary the 
insurance under (the items of) the pohcy shall, subject to the 

Special Conditions hereinafter contained, extend to include — 

Destruction or damage by fire only of or to the property insured 
caused by its own Spontaneous fermentation, heating, or combustion. 
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Provided always that all the conditions of the policy (except in so far 
as they may be hereby expressly varied) shall apply as if they had been 
incorporated herein and for the purposes hereof any destruction or 
damage as aforesaid shall be deemed to be destruction or damage by fire 

Special Conditions 


1 The liability . 

2 The insurance does not cover — 
{a) Destruction 

(b) Consequential Loss 


As per conditions 1, 2 ( a ), 
and 2 (< i ) of Riot Extension 
Wording 


There is, of course, not the same demand for this cover as compared 
with the other special perils, and possibly requests for spontaneous 
combustion cover are most frequently encountered m connection with 
insurances on coal which, when stored m large quantities and not 
suitably stacked, is very liable to self heating. Subject to satisfactory 
storage conditions and special arrangements for ascertaining tempera- 
tures, the offices are generally prepared to grant the cover at a suitable 
extra rate. Where an amount on coal is a minor part of a large 
Schedule insurance this may be covered against spontaneous com- 
bustion without extra premium. 

6. Explosion. The endorsement wording for this cover is as 
follows — 


In consideration of the payment of the aftermentioned premium 
it is hereby declared and agreed that notwithstanding anything m 
the within written policy contained to the contrary, the Insurance 
under (the items of) the Policy shall, subject to the Special 

Conditions hereinafter contained, extend to include — 

Destruction or damage (by fire or otherwise) of or to the property 
insured directly caused by 

Explosion 

Provided always that all the conditions of the policy (except m so far 
as they may be hereby expressly varied) shall apply as if they had 
been incorporated herein and for the purposes hereof any destruction 
or damage as aforesaid shall be deemed to be destruction or damage 
by fire. 

Special Conditions 

1 The Company shall not be liable for destruction or damage by 
Explosion (other than destruction or damage by fire resulting from 
Explosion) occasioned by the bursting of a Boiler (not being a boiler 
used for domestic purposes only). Economizer or other vessel, machine 
or apparatus m which internal pressure is due to steam only and 
belongmg to or under the control of the Insured , l nor for the damage 
or destruction of vessels, machinery or apparatus or their contents 
resulting from the Explosion thereof 

2. The Lability of the Company (under this endorsement m respect 
of each item of the within written Policy shall be limited to the pro- 
portion which the sum insured thereunder shall bear to the total 


1 These words may be omitted upon request if the apparatus, vessel, etc , is 
insured by an engineering policy 
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Insurances effected by or on behalf of the Insured on the same pro- 
perty against ordinary fire loss or damage, 1 e destruction or damage 
originally covered by the within Policy, and) 1 shall in no case under 
this endorsement and the Policy exceed the sum insured by each 
Item of the Policy. 

3 This insurance does not cover — 

(a) Destruction or damage directly or indirectly occasioned by 
or happening through or m consequence of Riot, Civil 
Commotion; War, Invasion, Act of Foreign Enemy, 
Hostilities (whether war be declared or not). Civil War, 
Rebellion, Revolution, Insurrection or Military or Usurped 
Power 

(i b ) Consequential loss or damage of any kind or description 

This cover, which is granted freely by the offices usually at very 
nominal rates is, as will be appreciated, an extension of the limited 
form of explosion cover, viz. explosion of gas and/or boilers used for 
domestic purposes, which is already provided without extra under the 
Standard Fire Policy It will be noted under special condition No. i 
that the destruction of the vessels, etc , in which the explosion occurs 
is excluded from the cover, whilst m addition boilers (other than 
domestic boilers), economizers and other vessels m which internal 
pressure is due to steam only, are excluded so as to avoid any 
encroachment on the engineering offices' range of cover, whose policies 
cover explosion of boilers (other than domestic boilers). 

7. Storm, Tempest, and Flood. As already mentioned, this type of 
cover is often granted by means of a separate policy, but is now usually 
effected as an extension of the fire policy m which case the following 
endorsement wording is used — 

In consideration of the payment of the aftermentioned additional 
premium, it is hereby declared and agreed that notwithstanding any- 
thing m the within written policy contained to the contrary the 
insurance under (the items of) the policy shall, subject to the 

Special Conditions hereinafter contained, extend to include — 

Destruction or damage (other than by Fire) of or to the property 
insured directly caused by — 

Storm, Tempest and Flood, but excluding 
(1) Destruction or damage caused by Subsidence or Landslip 
(ii) Destruction or damage to Fences and Gates. 

(m) The first £5 of each and every loss 

Special Conditions 

1. The Lability, etc . . A 

2 This insurance does not cover — I As per Riot Conditions 1, 

(a) Destruction . . . | 2 (a), and 2 (d). 

(b) Consequential Loss . . J 

Where only storm and tempest cover is required, flood is excluded 

1 When the ordinary fire insurance is Subject to Average, the words in 
brackets ( ) should be omitted 
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from the perils covered and “Flood” is inserted before “Subsidence” 
in exclusion (1). 

In view of possibility of selection it is essential that this type of 
cover should only be granted after careful consideration of features 
such as construction, susceptibility to storm damage, and previous 
storm claims experience. 

8. Bursting or Overflowing of Water Tanks, Apparatus or Pipes. The 
endorsement wording for this cover, which is sometimes granted as a 
supplement to storm cover, is as follows — 

In consideration of the payment of the aftermentioned additional 
premium, it is hereby agreed and declared that notwithstanding any- 
thing m the within written policy contained to the contrary the 
insurance under (the items of) the policy shall, subject to the 

Special Conditions hereinafter contained, extend to include — 

Destruction or damage (other than by Fire) of or to the property 
insured directly caused by — 

Bursting or overflowing of Water Tanks, Apparatus or Pipes 
but excluding — 

(I) Destruction or damage caused whilst the premises are 

unoccupied 

(II) The first £5 of each and every loss 

Special Conditions 

1 The liability, etc . . A 

2 This insurance does not cover — As per Riot Conditions 1, 

(a) Destruction . . 2 (a), and 2 (d). 

(b) Consequential Loss . . 

9. Impact. Impact is generally regarded as an accident department 
peril and dealt with by that department. Where, however, impact is 
covered as an extension of a fire policy, the endorsement wordmg used 
is as follows — 

In consideration of the payment of the aftermentioned additional 
premium, it is hereby agreed and declared that notwithstanding any- 
thing in the within written policy contained to the contrary the 
insurance under (the items of) the policy shall, subject to 

the Special Conditions hereinafter contained, extend to include — 

Destruction or damage (other than by fire) of or to the property 
insured directly caused by — 

IMPACT with the Building or its Boundary Walls, Fences 
and Gates by any Road Vehicle, Horses or Cattle not belonging 
to or under the control of the Insured or any member of his 
family 

Special Conditions 

1 The liability, etc. . A 

2 The insurance does not cover — I As per Riot Conditions 1, 

(a) Destruction . . . j 2 (a), and 2 (d) 

( b ) Consequential Loss . . J 
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Comprehensive, Farming, Sprinkler Leakage, and Motor 
Garages Public Liability (Fire) Policies 

A substantial part of the companies’ portfolio is derived from 
insurance of the buildings, contents and rent of private dwelling 
houses, and m 1922 the companies met a growing demand from the 
public for a wider form of cover than fire insurance by making available 
a “comprehensive” form of insurance under which both fire and 
accident cover are incorporated m one policy Comprehensive policies 
have proved to be very attractive to insured, and may perhaps now be 
regarded as the normal form of cover for dwelling houses. Some 
companies transact this form of insurance through their fire department 
and others through their accident department, and it is quite possible 
that the new policy drafter may well find himself, m the early days of 
his drafting experience, closely concerned with the preparation of 
comprehensive policies 

The Appendix contains a comprehensive policy wording covering 
both the building and the contents for full comprehensive cover, but 
there are different forms of comprehensive policies dependent upon 
the range of cover desired and whether or not the policy covers building 
and/or contents. 

The wording m the Appendix will perhaps appear rather complex 
to the fire policy drafter m that it includes many contingencies other 
than fire. Apart from this, difference exists between a fire policy and 
a comprehensive policy in that m the latter a signed proposal forms 
the basis of the contract and is incorporated in the policy. The proposal 
contains the insured's declaration that the sum insured represents the 
full value of the property covered, and this is one of the reasons for 
the incorporation referred to previously as the rate is based on a full 
value insurance Obviously any deliberately incorrect answer m the 
proposal invalidates the contract. 

The actual drafting of a comprehensive policy presents little 
difficulty as in normal cases it consists of insertion in the pohcy of: 
(1) date of signature of proposal, (2) pohcy number, (3) insured's 
name, (4) address and particulars of property to be covered; (5) 
period of insurance , (6) premium — first and annual , (7) sums insured , 
(8) agency. 

It is, however, most important that the drafter should be familiar 
with all the aspects of the printed comprehensive policy wording, and 
close examination of this is recommended at this stage and prior to 
reading the succeeding paragraphs of this chapter 

Variations from Normal Comprehensive Cover. From the policy 
drafting aspect the following axe some of the major differences in 
normal cover and method of treatment so far as drafting is concerned 
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1. Where Separate Items are Required, (a) Visitors' effects 
may be insured by a separate item in so far as these are not otherwise 
insured and whilst in the insured dwelling house. 

(b) Articles other than furniture, pianos and organs are limited to 
5 per cent per article of the total sum insured. If the value of any 
article exceeds this limit, it should be insured by a separate item 

2. Where Additional Premium Becomes Chargeable, (a) Excess 
of 33J per cent limit for valuables . Gold and silver articles, jewellery 
and furs are limited to 33^ per cent of the total value on contents. 
If this figure is exceeded, it is customary to make an additional charge 
to recognize that the value exceeds normal limits. The wording would 
be — 

An additional premium of £ is charged in consequence of 

the limit of value applicable to Gold and Silver articles, Jewellery 
and Furs being increased to £ 

(b) Waiving of £5 Excesses . The excesses for storm, tempest and 
flood and bursting or overflowing of water tanks, etc., can be waived 
at a suitable extra premium. If the building of more than one dwelling 
house is insured by a particular policy, the extra premium for the 
waiving of any excess applies to each dwelling house as though each 
were separately insured* 

(c) Comprehensive Cover on Trade Premises and Contents . Compre- 
hensive pohcies on contents are not restricted to private dwelling 
houses only. Where trade premises are concerned, the contents of the 
dwelling house portion may be insured on a comprehensive basis by 
charging in addition to the normal comprehensive rate the difference 
between the fire rate applicable to the dwelling house contents and 
the trade premises fire rate. Comprehensive policies are not issued on 
the building of trade premises, but any special perils cover required 
can be insured in accordance with the provisions of the preceding 
chapter. 

3 Where Rate Reduction is Made. Exclusion of Fire Cover 
from Comprehensive Cover . Where a building is already insured for 
fire with a particular company — for instance a mortgage may have 
been taken out on a dwelling house and the mortgagee insists that the 
fire insurance be placed with a particular company — the mortgagor’s 
company will cover the building against the remainder of the perils 
(e.g. storm, not, burst pipes) and a rate reduction is made on the full 
comprehensive rate when such reduced cover alone is effected. The 
following alteration would be made m the policy — 

{a) Delete from “Contingencies relating to buildings” the words 
“Fire, Explosion, Lightning and Thunderbolt ” 

(6) Insert the following endorsement — 

It is hereby declared and agreed that the Company is not liable 
under this policy for loss or damage by Fire or Explosion, however 
caused, or by Lightning or Thunderbolt. 

4. Policy Variations. Comprehensive Policies Covering more than 
one Dwelling , It will be noted that certain limitations and exclusions 

9— (B.393) 
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apply, e g. public liability limit, £5 excesses, and to ensure that these 
limits and exclusions apply individually to each dwelling house insured 
and not in toto the following clause should be inserted — 

It is hereby declared that the limitations and exclusions contained 
herein apply separately to each private dwelling house m the same 
manner as if each had been insured by a separate policy 

FARMING POLICIES 

Another form of cover normally met m everyday insurance is a 
farming policy. For the insurance of farm buildings the considerations 
regarding plurality of risk and descriptive features follow normal 
lines, but as regards farming contents insurance (other than household 
goods insurances which also follow the normal lines) the following 
divisions require to be obtained — 

1. Agricultural Produce — Farming stock (excluding live stock), 
implements and articles of husbandry, 

2. Live Stock , 

both these items being differentially rated. 

Rating and other concessions are, however, normally available m 
connection with certain property, and accordingly m practice it may 
be found that further divisions are furnished so that the insured may 
take advantage to the full of the concessions available In this event 
the divisions of amount would generally be as follows — 

1. Agricultural produce excluding property more specifically insured 
in any specified building or range of buildings directly communicating, 
subject to the special condition of average 

2. Growing crops. 

3. Specified stacks 

4. Power-driven ploughs, cultivators and tractors. 

5. Live stock — subject to a limit of value per animal — 

(а) Without any average condition, 

(б) Subject to the special condition of average 

Note. 1. Lower rates and higher limits per animal are available if 
the insurance on live stock is subject to the special condition of 
average. 

2. Animals whose value exceeds prescribed limits can be specifically 
insured without average. 

Extensions of Cover. The farming policy usually extends to cover — 

1. Produce, farming stock, vehicles and live stock whilst m transit 
by road, rail or inland waterway. 

2. Live stock m buildings or whilst grazing on any land which is not 
included in the insured’s farm or any other farm in the insured’s 
occupation 

3 Vehicles and implements (if not otherwise insured) whilst tem- 
porarily removed. 

4. Grain temporarily removed for drying. 
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Limitations of Cover, The farming policy generally contains' a 
warranty that the policy does not apply to stacks situate within 
sixty yards of any railway or within twenty yards of any chimney. 

Policy Conditions. The Standard Fire Policy is used for farming 
policy drafts, and usually a clause is added that the company will be 
notified by telegram in the event of horses or cattle being struck by 
lightning and that non-compliance with this provision will absolve 
the company from liability. 

SPRINKLER LEAKAGE POLICIES 

To meet the requirements of owners or occupiers of spnnklered 
premises who require protection against loss as a result of accidental 
leakage or discharge of water from the sprinkler installation, “ Sprinkler 
Leakage” policies are available. Three forms of cover are provided — 
(1) On the basis of separate amounts for each floor of a building or 
range of communicating buildings, without the application of average. 
This is at higher rates than 

(ii) Where the insurance is subject to pro rata average and in 
which divisions are required only as between buildings and contents 

(ni) For an insurance without average covering buildings and/or 
contents m one amount The premium an this case is subject to a 
substantial percentage loadmg. 

An example of the schedule forming part of the normal printed 
policy wording for (1) or (11) is shown below. 

The sprinkler leakage policy covers destruction or damage to the 
property covered as a result of accidental leakage or discharge of 
water from the sprinkler installation provided that it is not caused by— 

x. Heat caused by fire. 

2. The sprinkler installation being removed, repaired, or extended 

3. Freezmg of water m the installation due to the neglect of the 
insured or whilst the premises are vacant. 

4. Order of government or other competent authority. 

5. Earthquake, not, civil commotion, volcanic eruption, subter- 
ranean fire, war, etc. 

6. Explosion, the blowing up of buildings or blasting 

7. Defects in construction or condition of which the insured is 
aware. 

The pnnted policy conditions for sprinkler leakage msurances closely 
follow the standard conditions but it is customary to have further 
conditions as follows inserted — 

1. That the installation will be maintained m efficient repair. 

2. To advise the company immediately, and obtain its sanction 
thereto, m the event of any changes or repairs. 

3. Company to have right of access to inspect the installation at 
any time and to suspend the insurance pending completion of repairs 
following such mspection 

4. Cancellation clause which permits the company to terminate the 
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insurance at any time with appropriate premium refund for unexpired 
period. 

It will be noted from the schedule below that the actual drafting of 
the written portion does not present any difficulty. 


Schedule for Sprinkler Leakage Policy 


The Insured 

Policy No 

The Property Insured 

Agency 

Number 

on 

Plan 

: 

Storey 

. 

Occupation 

Column 1 

On the building and 
landlord's fixtures 
attached and be- 
longing thereto (but 
not including ma- 
chinery other than 
millwrights' work ) 

£ 

Column 2 

On contents (exclud- 
ing landlord's fix- 
tures insurable un- 
der column 1) the 
property of the in- 
sured or held by him 
in trust or on com- 
mission for which 
he is responsible 

£ 




■ 



Period of Insurance 

From 

To 

at four o’clock m the afternoon 


Total Sum Insured £ .. 
First Premium . £ 

Renewal Premium £ 

Due 


MOTOR GARAGES PUBLIC LIABILITY (FIRE) INSURANCE 

This type of insurance may be effected by motor garage proprietors 
and covers destruction or damage following fire or explosion negligently 
caused by the insured or any of his employees to motor vehicles and/or 
accessories belonging to customers whilst on the garage proprietor's 
premises. The rate for this cover is based on the combined fire and 
explosion rate for the premises, and the premium is graded according 
to the percentage which the sum insured bears to the maximum 
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liability, which is calculated on the maximum car capacity of the 
garage multiplied by a minimum value per vehicle. This form of 
insurance does not apply to persons with garage premises whose legal 
or statutory obligations exceed responsibility for the result of negligence 
only, e.g. innkeepers. The policy conditions embrace the following 
features — 

1. The proposal form completed by the insured is referred to m the 
policy and forms the basis of the contract. 

2. Liability is limited to the amount for which an insured becomes 
legally liable to pay for loss or damage by fire or explosion following a 
negligent action on the part of the insured, his servants or agents 
(plus litigation expenses incurred with company's consent) It does not 
cover damage to vehicles for which the insured has specifically under- 
taken to be responsible. 

3. The company has the right to cancel a policy by giving seven 
days' notice. 

4 The insured stipulates that he will maintain his plant, machinery, 
and premises in good repair and further that he will permit the 
company to have full access to the premises at any reasonable time 

It is suggested that in arranging cover for this class of insurance the 
extent to which a firm’s turnover may be covered “away" from the 
premises shall be explored and the policy amended to include such 
" away" locations should such be warranted The premium chargeable 
would be dependent upon the extent to which such “away" work is 
done. 



CHAPTER XIX 

Miscellaneous Policies and Clauses 

The preceding chapters have been restricted to normal policies issued 
by insurance companies generally. From time to time, however, there 
is some evidence of a demand for cover on bases which represent a 
distinct departure from standard practice. Such policies have been 
issued only in isolated cases, and it is accordingly not considered 
necessary within the scope of this book to do other than give brief 
details of the mam features. 

VALUED POLICIES 

Under a valued policy the value of the property insured is agreed as 
between the company and the insured when the policy is effected, and 
the company agrees to pay any loss on the basis of such agreed value 
irrespective of the actual value at the date of the loss. This is a 
definite departure from the principle of indemnity, as notwithstanding 
that the agreed value at the time of policy issue may represent the 
actual value at that time, it does not follow that this will remain 
constant as fluctuations through wear and tear or changes m market 
value are almost certain to occur. There are objections to this class 
of policy from the insured's point of view, but the companies' mam 
objection is that such policies may permit loss payments which go 
beyond mere indemnification. 

Offices are sometimes requested to insert the following clause on 
household goods policies, and provided the valuer is one of repute, 
no objection is usually raised. 

Inventory Clause 

Certain articles insured by this policy are specified in the Inventory 
and Valuation prepared and signed by and dated the 

a copy of which is deposited with the Company, and it is 
agreed that the sum set opposite each item of such Inventory has been 
accepted by the Company and the Insured as being evidence of the 
value of such property on the date of the valuation, and m the event 
of loss the production of invoices or other evidence of cost will not 
be required m respect of such items. Such values will, however, be 
subject to reasonable allowance for depreciation or appreciation at 
date of loss 

It will be noted that — 

(а) Provision is made for both appreciation and depreciation of 
value. 

(б) The company does not agree to pay the amount specified m the 
valuation and the policy is not therefore a valued policy. 

(c) The mam effect of the wording is that the company agrees that 
at the date of valuation the values are as specified m the valuation and 
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the only benefit to the insured is from this aspect and the fact that 
invoices or other evidence of value are not required to be produced 
The reference to appreciation and depreciation of value should be 
particularly noted 

PERCENTAGE OF FIRE LOSS POLICIES 

A further form of policy which m a sense endeavours to predetermine 
the amount payable under the policy arises m the case of percentage 
of fire loss policies These contracts have a limited appeal m certain 
quarters, notably because their purpose and operation are simple In 
effect, this policy states that the company will pay a certain percentage 
over and above the amount payable under the fire policy The object 
of this payment is to secure a further amount which will recompense 
an insured for any loss over and above the material loss he may have 
sustained, e.g. by way of loss of prospective profit on goods which 
may have been destroyed. But this does not represent indemnity. If 
an insured wishes to secure an amount to recompense him for any 
consequential loss, he can obtain such cover by effecting a loss of 
profits insurance (referred to m the next chapter) which compensates 
him for the actual amount of loss sustained. But to agree to pay a 
percentage over the fire loss, as the percentage policy does, is not 
indemnity. In limited instances, however, subject to the principle of 
indemnity being maintained, the companies are ready to grant such 
cover, the outstanding example of which is that of merchandise in 
public warehouses where an insured can fairly accurately estimate that 
his loss on a particular parcel of goods will represent the amount of 
material loss, plus a certain percentage over this figure, and in such 
cases the cover in question may be granted either by (a) an item in 
the Ike policy, or ( b ) a separate policy subject m both cases to the 
Standard Fire Policy wording. Whichever method is adopted is 
immaterial provided a clause on the following lines is inserted — 

The sum recoverable under (item of) the policy shall m 

no case exceed the specified percentage of the net Fire Loss (1 e. 
after deduction of salvage recovered or allowed) paid under Fue 
Policy No of the Company If at the time of loss 

there be any subsisting insurance covering the loss hereunder or any 
part of it the Company shall not be liable for more than such a pro- 
portion of 1 per cent of the net fire loss as the sum insured 

hereby bears to the total sum insured by all such insurances 

The above clause will be found self-explanatory and the operation 
of the policy for contribution purposes is apparent. 

FIRST LOSS POLICIES 

A “first loss” policy insures one or more risks in one amount 
without the application of average, and the insurers agree to pay any 
loss up to the sum insured, the latter being known to be less than the 
full value of the property insured. Normally no divisions of the sum 
1 Here insert the percentage 
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insured as between buildings, machinery or stock are given. The 
attractions to the insured of this type of insurance are the avoidance 
of the usual divisions of the sum msured as between the separate risks 
and the fact that usually the premium is lower than for an ordinary 
insurance for approximate full values. There are serious objections to 
this type of policy from the aspect of both the insured and the 
companies. It is obvious that in the long run the premium reduction 
can only be commensurate with the liability which the insured carries 
himself. The fixing of the sum to be insured can be but speculation 
on the part of the msured, as he cannot possess the knowledge which 
would enable him to do this with any degree of security. From the 
companies' aspect under-insurance is contrary to the principles of 
sound underwriting and any encouragement by insurers of under- 
insurance would be a retrograde step leading to other undesirable 
developments such as excess of loss policies (see next paragraph) and 
the establishment of self-msurance funds. 

EXCESS OF LOSS POLICIES 

This is another form of policy which is not to be recommended, 
inasmuch as it does not provide complete indemnity. The policy 
purports to pay losses, but only m excess of a specified figure — usually 
substantial — the underlying idea being that the msured shall bear the 
remainder of the losses It should be noted that the insurer is not 
liable unless the loss exceeds the specified figure and then only for the 
amount by which the loss exceeds that figure. An excess of loss policy 
may be used as a complement to a first loss policy. 

It will be recalled that storm insurances are usually subject to a 
small excess, usually £$, but the principle of the excess is to avoid 
trivial claims and is not due to any desire to encourage excess of loss 
policies which are inimical to the interests of insurers generally. 

BLANKET POLICIES 

A blanket policy insures without divisions of amount — otherwise 
than as between buildings, machinery, and stock — subject to average, 
property comprising or contained in more than one nsk and situate 
either on one and the same premises or on more than one premises. 
The wording for such a policy is simple, comprising merely the descrip- 
tion of the property insured. 

There may be differentiation m rating as between buildings and 
contents, but the rate charged is usually an average rate or something 
in excess thereof. The usual warranties may be dispensed with and 
the attraction to the msured hes in avoidance of the usual divisions of 
the sum insured as between separate risks and the consequent abbrevia- 
tion of the policy wording. 

Policies of this nature eliminate endorsements relative to (a) transfers 
of value from one risk to another, (b) additional buildings which may 
be erected on the premises after the issue of the policy. 

From the companies’ aspect there may be difficulty in carrying 
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average, in reinsurance questions, in the absence of divisions of amount 
and m the non-application of warranties. 

SILENT BUILDINGS 

Sometimes difficulties arise in regard to arranging a suitable basis 
for an insurance on buildings which have not for some years been 
occupied and where there is little likelihood of their being occupied 
m the future The prudent msured would take a long view and insure 
for a figure more representative of reinstatement value, but occasion- 
ally offices are approached to insure for an amount which would 
represent the price that the buildings would bring in the event of a 
forced sale — a figure which will by no means be representative of the 
value of a building as such. Ignoring for the purpose of this work the 
merits and demerits of a silent building from a fire insurance aspect, 
how do the companies deal with inquiries of this nature ? First it will 
be apparent that to insure a building for “sale price” only means 
that whilst, if a total loss, this figure might recoup the insured, such an 
insurance would be particularly vicious in the event of partial loss. 
The insurance would be tantamount to a first loss policy, i.e. paying 
up to the policy sum msured for any loss. The ordinary average clause 
will not meet the position inasmuch as “sale price” could be argued 
to represent value. Therefore it is necessary to apply a different basis 
of average, and the following clause, it is suggested, endeavours to 
meet the peculiar circumstances — 

In the event of partial damage to property insured by any item 
of this policy, the amount payable shall not exceed that proportion 
of the sum msured by the said item which the quantity of the property 
damaged bears to the whole quantity of the property insured by 
such item. 

The clause can be suitably adjusted to apply to machinery which 
requires insuring m similar circumstances. 

OMISSION TO INSURE 

From time to time companies are requested by firms to effect a 
policy of insurance to cover the legal responsibility of the latter in 
the event of the particular firm inadvertently failing to comply with 
the instructions of a third party to arrange for a policy of insurance 
to be issued insuring property belonging to the third party. For 
instance, a sohcitor might be instructed by his client to effect insurance 
on particular property belonging to the latter, and fail to carry out 
his instructions Similarly, a budding society might, through possible 
oversight, inadvertently omit to insure property on which a mortgage 
had been arranged, notwithstanding the mortgagor’s instructions to 
effect cover. Companies are not particularly ready to grant such a 
cover which m effect covers the negligence of the insured in failing 
to comply with instructions, but in limited cases such a cover has been 
granted. Ratmg presents some difficulties. If only private dwellings 
are involved, the position is simpler, but it may transpire that shop 
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property or farm buildings are required to be covered. Rating in 
such cases is more difficult and is dependent upon the individual office's 
viewpoint having regard to all the circumstances. A form of wording 
for a solicitor's policy is appended, and the reader will readily appreci- 
ate the alteration that should be made to give firms other than solicitors 
the protection required. 

£ on buildings situate in the United Kingdom occupied 

as dwelling houses, saleshops, offices and farm buildings, brick, stone 
or concrete built and roofed with metal, slates, tales or asphalt belong- 
ing to such parties, trusts or associations for whom the Insured are 
or may be at the time of destruction or damage acting m the capacity 
of Solicitors and for the insurance of which property they are respon- 
sible Subject to Average. 

Memorandum. This insurance applies where through oversight 
the Insured have failed to insure a property for the protection of 
which against destruction or damage by fire they are legally respon- 
sible, and m the event of any insurance having been effected on the 
property by the Owner or other interested party or parties for the 
balance, if any, after exhausting such other insurance or insurances 
that would be necessary to relieve the Insured of their legal liability 
to their clients not exceeding the sum hereby insured 

Attach pro rata Condition of Average 



CHAPTER XX 


Consequential Loss Insurance 

So far the drafting of policies which are contracts of indemnity for 
material loss following a fire has been dealt with, but there is a further 
possibility of loss equally as important to an insured, and that is the 
loss he may sustain following the interruption to the earning capacity 
of his business as a consequence of fire. For instance, if a process 
budding in a factory is damaged, then until that budding is m fuS 
operation again a loss is sustained on the earning power of the business 
as a whole- To emphasize this, if an insured's engine house supplying 
power to the factory is seriously damaged by ire, the amount of 
material loss might be small compared with the total value of the 
factory. Yet the result is that the whole business is stopped until 
either the engine house is repaired sufficiently to resume operations of 
alternatively a fresh source of power is provided. Meanwhile certain 
charges require to be met such as rent, rates, interests on loans or 
debenturesy wages to permanent staff, notwithstanding the lack of 
earning capacity of the business. Again, additional charges might be 
incurred m an attempt to continue production, e g. the installation 
of a temporary power plant or hiring of temporary premises Bow 
can such additional expenses, the payment of standing charges which 
continue and also provision for ensunng that the same profit is 
maintained from the business be met? The answer is by a loss of 
profits {01 consequential loss) policy. 

PROFITS INSURANCE PRINCEPLES 

In the Appendix a profits policy form is provided, but before the 
operation of the policy is considered, the broad principles should be 
noted. First, the profits policy like other contracts of insurance is a 
contract of indemnity. Next, there is the position in relation to fire 
insurance. A fundamental point in connection with profits insurance 
is that there must be a fire policy in force covering the interest of the 
insured m the property and also that in the event of loss, the fire 
insurers shall have paid or admitted liability for the fire damage 
sustained. The reasons for the importance of this clause in the policy 
preamble reading — 

Provided that at the time of the happening of the damage there 
shall be m force an insurance covering the interest of the Insured 
in the property at the premises agamst such damage and that pay- 
ment shall have been made or liability admitted therefor under such 
insurance 

are as follows — 

(a) If fire insurance was not effected then the insured, if financially 
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embarrassed as a consequence of his fire loss, might be unable to bear 
the necessary expenditure to repair the damage and as a consequence 
the business might be unable to work to its former capacity with a 
heavier loss accordmgly arising under the profits policy. 

(b) The clause acts as a safeguard masmuch as if the fire policy does 
not admit liability then the profits policy likewise will not operate. 
This avoids the necessity of repeating m the profits policy all warranties 
and conditions that are inserted m individual fire policies. 

A further important factor in connection with profits insurance is 
that it differs from fire insurance m this country inasmuch as average 
applies in every case under a profits insurance. Finally, there is a 
clause known as the “extraordinary circumstances clause " (appear- 
ing against the definitions m the policy of rate of gross profit, annual 
turnover and standard turnover) which ensures that whatever may 
be the variations of individual businesses, the intent of the profits 
policy is to provide, so far as may be practicable, true indemnity. 

ARRANGEMENT OF PROFITS COVER 

1. Basis. The operation of the profits policy is based on the assump- 
tion that each business has a common unit or standard of measurement 
which will contnbute its quota to the cost of raw materials, processing, 
overheads, salaries and also to eammg net profit A firm might state 
that m the course of a year its turnover amounts to a certain figure. 
Thus, every £ of turnover earns a certain percentage of net profit, 
pays a certam amount of the upkeep of the premises, etc. A “ yard- 
stick' J is thus available which will reflect immediately the effect of a 
fire by comparing the turnover earned after the fire with that which 
would have been earned if no fire had occurred. A policy arranged for 
the latter set of circumstances would be known as “turnover" profits 
policy. Similarly, if a busmess deals in one group of articles like 
barrels of beer, sacks of flour, then each unit provides its quota to the 
profit and payment of charges of the busmess as indicated previously. 
A policy for the latter could be arranged on the basis of output m 
place of turnover and would be known as an “output" policy. On the 
other hand, there may be special circumstances where a firm has 
neither a set turnover nor output of specified articles to provide a 
basis, for instance a firm of contractors, a basis in their case 
would be “productive wages," i.e. wages paid to employees to 
complete contracts engaged upon If a fire occurred at premises 
where a contract is being earned out, loss would be reflected by 
the wages which would reduce until normal work on the contract 
was resumed. 

2. Sum Insured. How is an appropnate sum insured determined? 
Various factors have to be considered — net profit, standing charges, 
taxation and also penod of indemnity. Net profit is determinable by 
taking account of the relevant figures shown m previous accounts 
qualified m the light of anticipated variations. An amount for specified 
standing charges, i e. charges which do not, following damage to the 
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property, reduce in proportion to the loss of turnover (output, 
productive wages) sustained is rather more difficult to determine 
They comprise many features like rent, rates and taxes, wages and 
salaries to permanent staff, interest on debentures and mortgages 
The insured alone can ascertain what are his standing charges and 
which charges he proposes to insure. If the foregoing definition is 
remembered, however, then these charges should be fairly simple to 
determine. Taxes, bemg part of the term “gross profit” as defined 
in the policy, should be included m full in the sum insured, other- 
wise an insured will be penalized under the average provisions m the 
policy. 

3. Period of Indemnity. An insured, from his knowledge of his 
business, can estimate what would be the maximum period of interrup- 
tion to or interference with his business following a serious fire He 
may consider that either six, twelve, eighteen or twenty-four months 
will be appropriate but if the period of indemnity chosen represents 
twelve months or less, then the net profit, specified standing charges 
and taxes (known cumulatively m the policy as gross profit) must be 
insured for a figure which represents the annual amount of his gross 
profit. If a period m excess of twelve months is chosen, the 
sum insured would be the figure representative of the gross profit 
earned m this period, e g if eighteen months is taken as the period of 
indemnity, then the sum insured would be one and one-half times the 
annual gross profit. 

4. Rating. The rates for profits insurance are normally a percentage of 
the average fire contents rate dependent on the mdemnity period 
chosen 

THE POLICY 

In the Appendix a profits turnover policy is included, and this 
form of policy has been adopted for use by most offices and is gradually 
superseding all former types of profits policies The wording falls into 
two parts (a) the policy, and ( b ) the specification The policy m many 
respects resembles the Standard Fire Pokey but an important addition 
to the range of cover under the Standard Fire Policy will be noted, 
viz that the profits policy pays for interruption or interference with 
the business of the insured following boiler explosion (provided material 
damage insurance is effected for the boilers). The specification of the 
profits policy (a) proceeds on the basis of a universal application of 
average, and (b) sets out m detail the precise procedure to be followed 
for determining a loss, and the provisions of clauses (a) and ( b ) should 
be noted, i.e. as regards clause (a) the rate of gross profit ascertained 
is applied to the basis chosen, viz. shortage m turnover, output or 
productive wages, etc. , and in relation to (b) increase in cost of 
working, the following should be noted — 

I. The additional expenditure incurred to maintain production after 
a loss should not exceed the amount of gross profit saved by means of 
such additional expenditure. 
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2 , The insured, if he has chosen to omit to insure certain standing 
charges, must bear a relative proportion of the additional expenditure. 

The amount saved to the msured of certain insured standing charges 
which cease following the fire must be deducted from the amount of 
loss. The latter is important inasmuch as if such charges were not 
deducted from the amount of loss, then the insured would make a 
profit out of his policy which is contrary to the principle of indemnity. 

POLICY DRAFTER’S WORK IN CONNECTION WITH PROFITS 
INSURANCE 

The completion of most ordinary profits policies, 1 e those which do 
not deal with any of the variations dealt with subsequently, falls 
almost into a routine process and certainly completion of the items 
“Insured,” “Premises/' and “Business," “Sum Insured," “Premium/' 
do not call for any special comment beyond the policy drafter seeing 
that the wording inserted is correct and m accordance with ordinary 
drafting practice. The undernoted variations, however, should be 
noted and these certainly call for more skill on the part of the drafter. 

AUDITORS’ FEES 

Item on Auditors’ Fees £ 

Memorandum. The insurance under this item is limited to the 
reasonable fees payable by the Insured to their Auditors for producing 
and certifying any particulars or details contained m the Insured’s 
books of account or other business books or documents or such other 
proofs, information or evidence as may be required by the Company 
under the terms of Condition 4 of this Policy 

If it is desired to make provision for payment of auditors' fees which 
arise following a loss, 1 e. expenses incurred m preparation of profits 
claims particulars, the amount of such fees is insurable as a separate 
item under the profits policy as shown and the clause as above appears 
in the policy wordmg. 

BUSINESS JUST COMMENCING CLAUSE 

Memorandum For the purpose of any claim arising from damage 
occurring before the completion of the first year’s trading of the 
business at the premises the terms "Rate of Gross Profit/’ "Annual 
Turnover'’ and "Standard Turnover" shall bear the following mean- 
ings and not as within stated — 

Rate of Gross Profit. The rate of to which such adjustments 
Gross Profit earned on the Turnover shall be made as may be 
during the period between the date of necessary to provide for the 
^ j commencement of the business trend of the business and for 
and the date of the damage the variations m or special 

Annual Turnover The propor- circumstances affecting the 
tional equivalent, for a period of business either before or after 
twelve months, of the Turnover re- the damage or which would 
adized during the period between the have affected the business 
commencement of the business and h had the damage not occurred, 
the date of the damage so that the figures thus 
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Standard Turnover The propor- 
tional equivalent, for a period equal 
to the Indemnity Period, of the 
Turnover realized during the period 
between the commencement of the 
business and the date of the damage 


adjusted shall represent as 
nearly as may be reasonably 
practicable the results which 
but for the damage would 
have been obtained during 
the relative period after the 
damage 


This wording is self-explanatory and provides that if a fire occurs 
before completion of the first year’s trading of a business, then the 
results of the business from time of commencement to date of damage 
will be used as the foundation for building up the claim, 1 e. it makes 
provision for an estimate as to what would be the annual trading 
results of the business if the fire had not occurred When the initial 
twelve months* period from commencement of business has elapsed, 
the normal wording operates. 


DEPARTMENTAL CLAUSE 

If the business be conducted m Departments the independent 
trading results of which are ascertainable the provisions of Clauses 
(a) and ( b ) of Item shall apply separately to each Department 

affected by the damage except that if the sum insured by the said 
item be less than the aggregate of the sums produced by applying 
the Rate of Gross Profit for each Department of the business (whether 
affected by the damage or not) to the relative Annual Turnover 
thereof the amount payable shall be proportionately reduced 

If a business is comprised of several departments, each of whose 
independent trading results are ascertainable, then this wording, 
added as a memorandum, makes provision for each individual depart- 
ment to be regarded as a separate entity for the purpose of profits 
insurance. The latter part of the clause, applying average if the total 
sum insured of the business is inadequate, will be noted 

ELECTRICITY, ETC., EXTENSIONS 

In consideration of the payment of (the aftermentioned additional 
premium) (an additional premium which is included in the premium 
hereon) it is hereby agreed and declared that loss as insured by 
(Item of) this policy resulting from interruption of or inter- 

ference with the business m consequence of damage (as within defined) 
to property at the Electricity Station (s) or Sub-Station (s) (of ^ 

from which the Insured obtain electric current shall be deemed to be 
loss resulting from damage to property used by the Insured at the 
premises 

Many firms are dependent upon nationalized undertakings for power 
supplies. A fire at an electricity undertaking might mean that power 
supplies to the xnsured*s premises are curtailed with a consequential 
cessation of production at factory premises until supplies are resumed. 
To meet such an occurrence the profits policy may be extended at a 
suitable extra rate and the method of recognizing m the profits policy 
is by the msertion of a memorandum as shown above. 

It special perils cover, such as not or aircraft, is required for the 
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electricity extension only, such penis not being insured so far as the 
particular firm's own premises are concerned, then it will be necessary 
to amplify the extension wording so that this provides a definition of 
the special perils to be covered thereunder. 

The wording would be suitably adapted if the extension was to apply 
to gas works which supplied gas for power, etc , purposes. 

EXTENSIONS IN COVER 

Memo In consideration of the payment of an additional pre- 
mium which is included m the premium hereon it is hereby agreed 
and declared that loss as insured by this policy resulting from inter- 
ruption of or interference with the business m consequence of damage 
(as within defined) to property at the undemoted situations shall be 
deemed to be loss resulting from damage to property used by the 
Insured at the premises 

Situations 

1. 

2. 

3 

An insured's profits are not, in every case, earned entirely at his 
own premises For example, a manufacturer may rely on a supplier 
to provide certain component parts to enable him to produce his 
articles A motor car manufacturer relies on supplies of rubber tyres 
to produce motor vehicles If the firm's premises supplying such tyres 
sustain fire damage, this will possibly m turn affect the motor car 
manufacturer's output of vehicles if the tyres, through fire damage at 
the tyre factory, are not available to form a component part of 
finished cars. Conversely, a manufacturer of goods may primarily 
supply one or two firms with his products. If these customers have a 
fire, they may not be able to accept the manufacturer’s goods and 
accordingly the latter's trade is held up and suffers as a consequence. 
The method of meeting such positions is to extend the insured's 
policy to premises not m his own occupation at a suitable extra rate 
of premium additional to that charged to cover damage following loss 
at the insured's own property only. The procedure is to add as a 
memorandum to the policy the above wording. 

EXTENSIONS IN PERILS 

As is the case with fire insurance, profits policies may also be 
extended to cover interruption resulting from damage by any of 
the special perils referred to m Chapter XVII. The extensions in question 
are normally granted as an extension of the profits policy, the wordings 
being very similar to the special perils wordings considered previously. 

FINES 

Item on Fines or Damages for breach of contract £ 

Memorandum The insurance under this item is limited to fines or 
damages for breach of contract and the amount payable as Indemnity 
thereunder shall be such sums as the Insured shall be legally liable to 
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pay and shall pay m discharge of fines or damages incurred solely m 
consequence of the damage, for non-completion or late completion of 
orders 

An insured, if he is unable to complete his contracts by a specified 
date, may by the terms of his contract be liable for fines or damages 
to his customers. It is possible under the profits policy to insure such 
fines or damages by a separate item and the wording for the item m 
question is as above, and m the pohcy the clause as shown will appear. 

MISCELLANEOUS STANDING CHARGES 

Miscellaneous Standing Charges not exceedmg 5 per cent of the 
total amount of the aforesaid Standing Charges 

It will be noted in the policy wording that standing charges, deter- 
minable by the insured, have to be inserted. These particulars are 
obtained from the profits proposal form completed by the insured. 
To take care of any standing charges not specifically referred to — i.e. 
charges of a miscellaneous character and of a relatively unimportant 
nature — it is often customary to make reference as above at the end 
of the specified charges 

PREVENTION OF ACCESS 

Memorandum In consideration of an additional premium which is 
included m the premium hereon it is hereby agreed and declared 
that notwithstanding anything in the within written policy contained 
to the contrary, the word DAMAGE is extended to include 

Destruction or damage caused by Fire occurring in the vicinity 
of the Insured's premises which shall prevent the use of or access 
to the said premises notwithstanding that the premises or property 
of the Insured therein may not be damaged by such fire 

PROVIDED ALWAYS that the insurance under this memorandum 
shall be subject otherwise to all the conditions of the policy (except 
insofar as they may be hereby expressly varied). 

Sometimes an insured is precluded from entering his own premises 
on account of damage to property not m his occupation. If for instance 
an insured's property was entered only through a cul-de-sac, it might 
be that a fire in a neighbour's premises at the mouth of the cul-de-sac 
might preclude his workpeople or customers from entering the insured’s 
own premises. This would obviously have an effect on the insured's 
own business. The profits insurers give cover against this contingency 
at a suitable extra premium, and m the policy a clause reading as 
above is inserted. 

REBATE OF PREMIUM 

In the event of the Gross Profit earned during the accounting 
period of twelve months most nearly concurrent with any period of 
insurance, as certified by the Insured's Auditors, being less than the 
sum insured thereon a pro rata return of premium not exceeding 
50 per cent of the premium paid on such sum insured for such period 

id — (B 393) 
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of insurance will be made m respect of the difference If any damage 
shall have occurred, giving rise to a claim under this policy, such 
return shall be made m respect only of so much of the said difference 
as is not due to such damage 

Previously in this chapter reference has been made to average. It 
is incumbent on the insured, to avoid being penalized by the operation 
of average, to insure for full value. To avoid an insured having to 
carry and pay for an msurance which may be in excess of the amount 
of his actual gross profit, 1 e. bearing in mmd the possibility that this 
might be necessary if his gross profits during a year totalled the amount 
m question, the companies are prepared, on request, to insert m their 
policy a clause of the above nature which allows a premium rebate 
in the event of his sum insured bemg excessive to his requirements. 
This clause appears as a memorandum. It will be noted that the 
appropriate evidence is to be provided by an auditor's certificate. If 
the indemnity period exceeded twelve months, the clause would be 
suitably amended. 

RENTS RECEIVABLE 

Item on Rents Receivable £ 

Memorandum This insurance is limited to the loss sustained dur- 
ing the Indemnity Period m respect of Rents Receivable from the 
premises but not exceeding the difference between the actual Rents 
received during such period, and the Rents which would have been 
received had no damage occurred, less any sum saved during the 
Indemnity Period m respect of such of the Standing Charges and 
Working Expenses as may cease or be reduced m consequence of the 
damage, provided that if the Sum Insured shall be less than the 
annual amount of the Rents Receivable m respect of the premises, 
the amount payable shall be proportionately reduced. 

In Chapter IX reference was made to the rent condition inserted 
in the fire policy as required The cover under the fire policy is, 
however, limited m its operation masmuch as Lability is confined to 
the period during which the premises are untenantable. The profits 
policy, however, provides a wider cover inasmuch as liability under 
this policy is for the period m which rents are reduced, i.e the fire 
policy liability ceases when the premises are fit for occupation, whereas 
the profits policy (within the indemnity period chosen) is liable for 
the actual shortage m rents receivable during the indemnity period. 
The cover is granted as an additional item m the profits policy, the 
wording bemg as shown, and subject to the above clause appearing m 
the policy. 

WAGES 

Item on . . Weeks' Wages £ 

Memorandum The msurance under Item No is limited to 

the loss incurred by the payment of Wages for a period beginning 
with the occurrence of the damage and endmg not later than 
weeks thereafter. 
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The amount payable as indemnity under this item shall be the 
actual amount which the Insured shall pay as Wages for such period 
to employees whose services cannot, m consequence of the damage, 
be utilized by the Insured at all and an equitable part (based upon 
reduction m Turnover) of the Wages paid for such period to employees 
whose services cannot, m consequence of the damage, be utilized by 
the Insured to the full 

Provided that if the sum insured by this item shall be less than the 
aggregate amount of the Wages that would have been paid during 
the weeks immediately following the damage, had the 

damage not occurred, the amount payable shall be proportionately 
reduced. 


For the purpose of this item the term Wages (which shall include 
Salaries) shall mean — 

(Here insert one of the following) 


i Wages of all Employees 
2. Wages of a specified category of 
Employees 

3 Wages of all Employees normally 
on a weekly basis. 


If Wages are insured as a 
Standing Charge the follow- 
ing to be added — 

“ Other than those whose 
Wages are insured as a 
Standing Charge ” 


This insurance is subject to a rebate of premium clause if desired 
as follows — 


In the event of /5 2 parts of the Wages (as defined in Item 

) paid by the Insured during the 52 weeks concurrent with any 
annual period of insurance, as certified by the Insured’s Auditors, 
being less than the sum insured thereon a pro rata return of premium 
not exceeding per cent of the premium paid on such sum 

insured for such period of insurance will be made m respect of the 
difference 


PROVIDED that if any damage shall have occurred giving rise to a 
claim under the said item, no^ such return of premium shall be made 

Wages and salaries to permanent officials have been referred to 
previously, but an inquiry might be made as to the position of wages 
to employees of a non-permanent character, e.g those whose services 
might terminate by a week's notice on either side. Upon application 
wages which an insured might pay to retain his workpeople after a 
fire rather than they go elsewhere, may be insured by a separate item 
m the profits policy readmg as shown and a clause m the policy is 
inserted as above. 


PROFITS POLICY DRAFTING SEQUENCE 

In Chapter XI reference was made to a sequence for fire policy 
drafting which would serve as both (a) a check to ensure all relevant 
clauses are inserted, and (b) provide a certain logicality m sequence 
of insertion Similarly, it is thought for profits policies a sequence 
could be adopted which would achieve the same result and the following 
is recommended — 

1. Commencement of business clause 
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2. Departmental danse. 

3. Fifty per cent rebate clause. 

4. Fines for breach of contract. 

5. Wages m hen of notice. 

6. Rebate clause — wages 

7. Rents receivable. 

8. Auditors’ fees 

9. Extension to other premises , denial of access. 

10. Special perils extension. 

11. Long-term clause. 

Here again the sequence has a certain significance Clauses Nos 1 
to 3, where inserted in profits drafts, are pertinent to item No. 1 — 
gross profit. Clauses Nos. 4 to 8 deal with clauses which relate to the 
insurance of further items, and clauses Nos. 9 to 11 relate to clauses 
which have a general application, i.e. relating to certain extensions or 
long-term discount which would be granted off all items. 

Profits insurance is a new and vital form of msurance — a class that 
inevitably will develop as the public become 0 profits” conscious. 
There are many other features and aspects and whilst the foregoing 
remarks on profits and profits policy drafting will, it is thought, 
provide a firm background, the author cannot advocate too strongly 
the importance of this subject as it is a form of msurance which m 
future years will be required m the normal way that fire msurance is 
asked for nowadays. 
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RECOGNIZED ABBREVIATIONS IN COMMON USE 


About 

— Abt. 

And 

= & 

Above 

— Abv. 

Annual 

= Annl. 

Account 

= A/c 

Another 

— Anr 

Acetylene Gas 

= Acet Gas 

Apparatus 

= Apps 

Additional 

= Addl. 

Apphances 

— Appls 

Adjoining 

= Adjg 

Appurtenances 

= Appurts. 

Affixed 

= Affxd. 

Artificial 

= Artl. 

Aforesaid 

= Afsd 

Asbestos 

~ Asb 

Aftermentioned 

= Aftermentd 

Assistant 

= Asst 

Agent 

= Agt. 

Association 

= Assn. 

Agreed 

« Agd. 

Assured 

— Assd. 

Agricultural Produce 

= AP 

Attached 

= Attd. 

Allowed 

= Alld 

Automatic 

= Aut 

Amount 

= Amt 

Average 

= Ave 

Ampere 

— Amp 

Subject to Average 

= S. to A 

Basement 

= Bsmt 

B 

Bookbinders 

= Bkbdrs 

Beerhouse 

= Beerho 

Boot and Shoe Maker 

— Bt & Shoe 

Being 

— Bg 


Mkr 

Belonging 

— Belg, 

Brick 

= Bk 

Belting 

= Beltg 

Bnck Built 

= Bk Bit. 

Branch 

= Bch. 

Brick or Stone Built 


Boiler 

= Blr 

or Slated or Tiled 

= BSST 

Boiler House 

= Blr Ho 

Builder 

= Bldr 

Books 

« Bks, 

Building 

= Bldg. 

Printed Books 

Ptd Bks. 

Bmlt 

— Bit 

Calcium Carbide 

« Calc Carb. 

C 

Commission 

= Commsn 

Cancelled 

= Caned 

In Trust or on 


Hereby Cancelled 

— Hby Caned. 

commission 

— In Trust, etc 

Candlemas 

— Cands. 

Communicating 

= Commg 

Cardboard Box 


Company 

= Coy 

Making 

— Cdbd Box 

Compartment 

~ Comptmt. 


Mkg 

Concrete 

= Cone. 

Cast Iron Columns 

= C.I Cols 

Conditions 

= Condns. 

Ceiled 

= Cld. 

Confectioner 

= Confr. 

Ceding 

= Clg 

Consequential Loss 

= C.L 

Cellar 

- Clr 

Consideration 

— Consdn. 

Certificate 

= Cert. 

Construction 

— Constn 

Chamber 

= Chbr. 

Containing 

= Contg 

Chemical 

= Chem 

Continued 

= Contd 

Chimney 

— Chy 

Corporation 

= Corpn 

Christmas 

ssa Xmas 

Corrugated Iron 

— Corr. Iron 

Clause 

« Cl 

Contents 

= Cts 

Combustible 

= Combi. 

Course of Alteration 

= C/A 



Course of Erection 

« C/E 
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Damage 

= Dam. 

Dealer 

= Dir 

Deceased 

= Deed. 

Declared 

= Decld. 

Declaration 

= Decln. 

Department 

= Dept 

Deposited 

— Depd 

Described 

= Descbd 

Detached 

= Detd 

Discount 

= Disct 

Docks 

= Dks 

Domestic 

— Dom 


Economizer 

= Econr 

Electrical 

= Electl 

Electricity 

ess Electy 

Electric Light 

= El Lt 

Electro Motor 

- El Motor 

Elevated Tank 

— Elevtd 


Tank 

Enclosed 

■as* Encld. 

Endorsement 

= Endt 

Engine 

= Eng 

Steam Engine 

— Stm Eng 


Factory 

= Facty 

Fahrenheit 

= Fahr 

Fire Extinguishing 


Appliances 

= FEA, 

Fire Offices' 


Committee 

= FOC 

Fireproof 

= Fpf 

Fire Plug 

- FP 

Fire Resisting 


Construction 

— F R C. 

Fittings 

= Fttgs 


Gallery 

= Gaily 

Gallon 

« Gin 

Galvanized 

= Galvd, 

Gangway 

= Gang. 

Garage 

= Gar 


Hands 

= Hds. 

Havmg 

= Hvg 

Hazardous 

— Haz. 

Heated 

« Htd 

Heating 

= Htg 

Height 

= Hght. 

Hereby 

— Hby 

Herein 

= Hm. 


Domestic Offices 

=» Dom Offs. 

Double Iron Doors 

=3 D I D 's 

Single Iron Doors 
Double Fireproof 

= S I D 's 

Doors 

Double Metal Covered 

— D FD 's 

Doors 

= DM CD's 

Fireproof Door 

= FD 

Drawings 

= Drwgs. 

Dwelling House 

= Dwghse 

Dynamo 

= Dyn 


Engineer 

— Engr 

Entered 

=s Entd. 

Entered in Office 


Book 

= EOB 

Equal Proportions 

= EP 

Exceeding 

== Excdg 

Executors 

= Exors 

Explosion 

= Explosn 

External 

= Extl 

Except 

— Ex 

Excluding 

= Excldg 


Fixtures 

= Fxtes 

Floating 

= Fltg 

Floor 

= Fir 

First Floor 

= ist Fir 

Following 

= Follg, 

Forming 

= Fmg 

Foundations 

m Foundns 

Furniture 

= Furn or 


Fture 

Furniture Dealer 

= Furn DL 


Gateway 

— Gtwy 

Gearing 

= Gearg 

Goods 

== Gds 

Government 

= Govt 

Ground Floor 

« Grd Fir 


H 


Hereon 

= Hon 

High Pressure Hot 


Water 

= HPHW 

Horse Power 

= HP. 

House 

« Ho or Hs 


Household Goods and 
Personal Effects =HG. &FE 

Hydrant = Hydt. 
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I 


Identification Clause 

= Identn Cl 

Independent 


Indpt. 

Illuminating 

= Ulumg 

Inflammable 

= 

Infbl 

Immediate 

— Immdte 

Installation 

==s 

Instlln. 

Immediately 

= Immdly 

Insulated 

s=s 

Insuld. 

Implements 

— Imps. 

Insurance 

= 

Insce 

Incandescent 

= Incandt 

Insured 

= 

Insd 

Including 

— Incldg 

Insurer 

rr 

Insr 

Incombustible 

= Incomb 

Interest 

— 

Int 

Incorporated 

= Incptd 

Internal 

“ 

Inti 


K 

Known 

Known and Situate 

* Kn 




as Aforesaid 

s=s Kn & Sit 





as Afsd 




L 


Lady Day 

= Lday 

Lightning 

== Ltng 

Lammas 

= Lmas 

Live Stock 

= LS. 

Landlord’s Fixtures 

= Lids Fxtes 

Long Term Agreement 

= LTA 

Lath and Plaster 

= L & P 

Long Term Discount 

= LTD 

Lavatory 

= Lav 

Low Pressure Hot 


Lighted or Limited 

= Ltd 

Water Apparatus 

= LPH WA 

Lighting 

= Ltg 

Lubricating 

= Lubg 

Machinery 

= Machy 

M 

Memorandum 

— Memo 

Manchester 

Mentioned 

= Mentd 

Warehouse 

= M/cr Whse. 

Mercantile 

= Mtile 

Maintained 

= Mamtd 

Merchandise 

— Mdise 

Making 

= Mkg 

Michaelmas 

— Michs 

Manufacture 

= Mfe 

Midsummer 

= Midsr 

Manufactured 

= Mfd. 

Mineral 

= Mml 

Manufacturer 

= Mfr. 

Minimum 

= Minm 

Manufacturing 

= Mfg 

Miscellaneous 

= Misc 

Manuscripts 

= Mss 

Month (s) 

= Mo(s) 

Martinmas 

— Marts 

Morgagee 

= Mgee 

Materials 

= Matls 

Mortgagor 

= Mgor 

Maximum 

= Max 

Movable 

= Mov 

Near 

= Nr 

N 

Number 

= No. 

Nightwork 

= Nt Wk. 

Numbered 

« Nod 

Normal 

= Nor 




O 


Obtained 

- Obtd 

Openings 

= Opgs 

Occasional 

= Occsnl. 

Opposite 

= Opp 

Occupation 

— Occpn 

Ordinary 

= Ordy 

Occupied 

= Occd 

Others 

= Ors 

Occupier 

== Occpr 

Otherwise 

= Orwise 

Offices 

= Ofis 

Outhouses 

= Outhos 

On Plan 

= O.P. 
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Paper 

= Ppr 

Paraffin 

= Pffn 

Partitions 

— Parttns 

Party Wall 

= PW 

Patterns 

» Pattns 

Payment 

== Paymt 

Per Annum 

= P A 

Per Cent 

= % or P C 

Perfect Party Wall 

= P.PW 

Performance 

= Perfmnce, 

Permanent 

= Perm 

Petroleum 

= Petm 

Pipe Stove 

= PS 

Plate Glass 

= PG 

Policy 

= Pol 

Premises 

= Prems 

Premium 

— Prem 


Quantity 

= Qtty 

Quarter 

“ Q r 

Railway 

= Rly. 

Rear 

- R’r 

At Rear Thereof 

- At R’r Yof 

Received 

= Reed. 

Reduction 

— Redn 

Reference 

= Refce 

Referred 

= Refd 

Registered 

= Regtd 

Regulations 

= Regns 

Reinforced 

— Reinfd 

Reinstatement 

= Remstmt 

Reinsurance 

— Remsce 

Remainder 

= Remdr 

Removable 

= Reml 

Renewable 

=s Renble 


Said 

= Sd 

Saleshop 

« S'shop 

Schedule 

— Sched 

Secretary 

— Secy. 

Section 

— Sectn. 

Secure 

— Sec 

Securely 

— Seely 

Separated 

= Sepd 

Separately Subject 


to Average 

— Seply S to 


A 

Shafting 

= Shftg. 

Short Period 

= SP 

Shutters 

= Shtrs. 

Similarly 

= Srmly 

Single Iron Boor. 

- S.I.D 

Situate 

= Sit 


Future Annual 


Premium 

= F.AJP. 

Prepared 

=* Prepd 

Pressure 

= Press 

Low Pressure Hot 


Water 

= LPHW 

Private 

= Pte. 

Private Dwelling 


House 

= PDH 

Process 

= Proc 

Property 

= Ppty 

Proportion 

= Propn Pptn 

In Equal 


Proportions 

= In E P 's 

Proposal 

= P P 1- 

Purposes 

= Purps. 

Private Motor Garage 

= Pte. Motor 


Gar. 

Quarter Day 

= Qr- Day 


R 


Renewal 

— Renl 

Required 

— Reqd 

Reservoir 

= Resvr 

Respective Rights 


and Interests 

= R R & I 

Respectively 

— Resply 

Responsible 

== Respble 

Report 

= Rept 

Return 

= Retn 

Retention 

= Retn 

Riot and Civil 


Commotion 

a*a R & C C. 

Roof 

= Rf 

Under one Roof 

= U.O R. 

Room 

= Rm. 


Situation 

= Sitn 

Special 

« Spl 

Specification 

= Specfn 

Sprinkler 

= Spklr 

Standard 

= Stdd 

Steam 

= Stm 

Steam Engine 

— Stm Eng 

Stock 

» Stk 

Stock m Trade 

— Stk m Tde 

Storey 

— Sto or Sty. 

Structural 

= Structl 

Subject 

= Sub 

Subject to Average 

= S to A 

Substantial 

=a Substl 

Sundries 

— Sunds 

Surrounding 

— Surrdg. 

Surveyor 

= Survr 
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T 


Temperature 

= Temp 

Thereto 

* Yto 

Temporary- 

= Tempy 

Therewith 

— Ywith 

Tenant 

= Ten 

Timber 

Tbr 

Tenement 

= Tenmt, 

Time on Risk 

= T.O R. 

Tenure 

= Ten 

Total Sum Insured 

= TSI 

Thatched 

« Thd 

Town's Mam 

= T.M 

There 

= Y 

Trade 

= Tde 

Thereafter 

= Yafter 

Transfer 

= Tfr 

Thereat 

= Yat 

Transferred 

= Tfd 

Therefor 

= Yfor 

Transformer 

= Transfmr 

Therein 

= Ym 

Transit 

— Trnst 

Thereon 

= Yon 

Trustee 

= Ttee 

Thereof 

= Yof 

Turpentine 

=5 Turps 


U 


Unaltered 

= Unaltd. 

Upholsterer 

a=* Upholstr. 

Understanding 

— Undstdg 

Unmanufactured 

— Unmfd 

Understood 

= Undstd 

Unoccupied 

= Unoccd 

Under one Roof 

= UOR 

Utensils 

= Uts 

Unexpired 

= Unexpd 

Utensils in Trade 

= Uts m Tc 


V 


Value 

= Val 

Various 

= V/s 

Valued 

= Vald 

Vegetable 

= Veg 

Valve 

= V 

Vehicle 

= Veh 

Stop Valve 

= sv 

Ventilating 

= Ventlg 

Mam Stop Valve 

= MSV 

W 


Warehouse 

— Whse 

Without 

= Wout 

Warranted 

Warranties 

= Wtd 
= Wties. 

Wood I 

Would ) 

= Wd. 

Wharf 

= Whf 

Wooden 

= Wdn. 

Which 

= Wh 

Woodwork 

= Wdwk 

Whitsunday 

= Whits 

Woodworker 

« Wdwkr 

Wholesale 

= Wsale 

Woollen 

= Wlln 

Within 

= Wn 

Workshop 

= Wshop 


‘ 

Y 


Yard 

= Yd 

Yearly 

= Yrly 

Year 

= Yr. 

Yesterday 

™ Yday 



APPENDIX II 


PLAN DRAWING SYMBOLS 


The following are some of the more important symbols found m plan drawings 
and will help the reader in understanding the plan references referred to m the 
text book For complete guidance m this respect, however, the student should 
refer to the plan drawing symbols provided by the Chartered Insurance Institute 


Walls 

i Brick, stone or concrete, whether external or party 

2. Party wall as m No i earned through roof, le, a perfect 
party wall 


3 Iron. 

— 

4 Timber 


Wall Openings 

1 Unprotected opemng 

mmmmm - n 

2 Opening protected by fireproof door 


3 Opening protected by double fireproof door 

' **>”' '' “ 

a Windows m external walls 

5 Open fronted shed — 

(a) Brick, stone or concrete 

« 1 1 

(6) Timber. 

<»r 1 

(c) Iron 

«r ■ ■ ] 

Roofs 

Construction to be marked in nght-hand bottom 

corner of building, viz. — 


Slate . . . . . o 

Tile , . , . . T 

Metal . . . . , "| 

Glass . . . . G 

Wood, including felt on wood W 


i Staircases 


FLOOR OPENINGS 


(а) Bnck, stone or concrete, the walls going up to and through 

the roof . u 

(б) As m (a) but having wood stairs and landings 
2 Hoists . 


C 

c 



(a) Hoists with bnck, stone or concrete walls carried up to 
or through the roof 

(&) Hoists with iron walls 

(c) Hoists with wood walls or unenclosed. 
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3. Well Holes, 

(a) Building containing well-hole through floors, the number | 

of strokes m the centre indicating the number of floors pierced Hi 
by the well-hole, e g the sketch represents a five-storey and attic * - 

building with slated roof and with well-hole through the fourth \st 
and fifth floors 1 

f 

(b) The same well-hole with glass roof over. * 



Gangways 

(a) Brick, stone or concrete 
(fc) Iron 
(c) Timber 


~>~k 




MISCELLANEOUS 

1 Height The figure m the bottom left-hand corner of the r 
building indicates the height and storeys 1 

Add B for basement, and £ for attic 1 


2 Steam Boilers 


(а) Horizontal 

(б) Vertical 


C*) 


3 Chimneys, 

(а) Brick, stone or concrete 

(б) Metal. 

4 Petrol Pump 



(or different 
shape according 
to chimney's shap4 


5 Building Containing Cart-way [a) 

6 Sprinkler Protection 



7. Adjoining or Adjacent Buildings, not included m in- 
surance, to be shaded round the edge 




APPENDIX III 

STANDARD FIRE POLICY 

In Consideration of the Insured named m the Schedule hereto paying to the . . 
Insurance Company Limited (hereinafter called the Company) the First Premium 
mentioned m the said Schedule 

The Company Agrees (subject to the Conditions contained herein or endorsed or 
otherwise expressed hereon which Conditions shall so far as the nature of them respec- 
tively will permit be deemed to be Conditions precedent to the right of the Insured to 
recover hereunder) that if after payment of the premium the Property insured described 
m the said Schedule, or any part of such Property, be destroyed or damaged by 

(1) Fire (whether resulting from explosion or otherwise) not occasioned by or 

happening through 

(a) Its own spontaneous fermentation or heating or its undergoing any 

process involving the application of heat, 

( b ) Earthquake, Subterranean Fire, Riot, Civil Commotion, War, Invasion, 

Act of Foreign Enemy, Hostilities (whether War be declared or not), 

Civil War, Rebellion, Revolution, Insurrection or Military or 

Usurped Power, 

(2) Lightning, 

(3) Explosion, not occasioned by or happening through any of the penis specified 

m (1) (6) above, 

(I) Of Boilers used for domestic purposes only, 

(II) In a building not being part of any Gas Works, of Gas used for domestic 

purposes or used for lighting or heating the building , 
at any time before 4 o'clock in the afternoon of the last day of the penod of insurance 
named in the said Schedule or of any subsequent period m respect of which the Insured 
shall have paid and the Company shall have accepted the premium required for the 
renewal of this Policy, the Company will pay to the Insured the value of the Property 
at the time of the happening of its destruction or the amount of such damage or at 
its option reinstate or replace such Property or any part thereof 

Provided that the liability of the Company shall m no case exceed m respect of 
each item the sum expressed m the said Schedule to be insured thereon or m the whole 
the total sum insured hereby, or such other sum or sums as may be substituted therefor 
by memorandum hereon or attached hereto signed by or on behalf of the Company. 

SCHEDULE 


The Insured 

Policy No 

Agency 

Penod of Insurance 

From 

To 

at Four o’clock in the 
afternoon 

Annual Premium 

First Premium 


Description of Property Insured Sum 

Insured 


1 

N B — Unless otherwise stated the buildings herein referred to are constructed of bnck, 
stone or concrete, and roofed with slates, tiles, metal, concrete or asphalte. 

In Witness whereof , this Pokey has been signed for and on behalf of the Company 

this 

Examined . * • — 
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CONDITIONS 

% This Policy shall be voidable in the event of misrepresentation, misdescription or non-disclosure in any material particular 

!, This Policy shall be avoided with respect to any item thereof in regard to which there be any alteration after the commencement of this insurance. 
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APPENDIX IV 

COMPREHENSIVE POLICY 

Whereas the Insured herein named residing at his Private Dwelling situate as 
herein mentioned has by a signed proposal and declaration dated as herein stated 
which proposal and declaration the Insured has agreed shall be the basis of this Contract 
and be held as incorporated herein applied to the Insurance Company Limited 
(hereinafter called the Company) for insurance against the Contingencies specified 
in Schedule II hereto 

Now This Policy Witnessetk That in consideration of the Insured paying to the 
Company for this insurance the First Premium herein mentioned 

The Company Hereby Agrees (subject to the conditions contained herein or endorsed 
or otherwise expressed hereon which conditions shall so far as the nature of them 
respectively will permit be deemed to be conditions precedent to the right of the 
Insured to recover hereunder) that m the event of any of the said Contingencies 
happening between the dates set forth herein or m any subsequent period m respect 
of which the Insured shall pay to the Company and it shall accept the Premium required 
for the renewal of this insurance, the Company will by payment reinstatement or 
repair indemnify the Insured as hereinafter provided 
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SCHEDULE I 


Policy No 


The Insured 


Proposal and 

Declaration 

Dated 


The Private \ 
Dwelling / 


Agency 


Period of Insurance 


Annual Premium 


From 


Building 


To 


Contents 


at 4 o’ clock 
in the Afternoon 


First Premium 
Building 
Contents 


THE BUILDINGS 

The Insured’s Private Dwelling House aforesaid which is bnck, stone or concrete built 
with slate, tile, metal or concrete roof except as specially mentioned and all the Domestic 
Offices, Stables, Garages and Outbuildings on the same premises and used in connection 
therewith including Landlord’s Fixtures and Fittings therein or thereon and the Walls, 
Gates and Fences around and pertaining thereto 


For an amount 
not exceeding 


£ 


Total Sum Insured £ 


The total sum insured is declared by the Insured to represent not less than the full value of the aforesaid 
property and the total liability of the Company m respect of loss or damage thereto by all or any of the Penis 
specified in Schedule II hereof during any one penod of insurance shall not exceed the amount stated 
against each item respectively or in the aggregate the above total of 

or such other sum or sums as may be substituted therefor by memorandum hereon or attached hereto 
signed by or on behalf of the Company 


THE CONTENTS For an amount 

not exceeding 

Household Goods and Personal Effects of every description (except as aftermentioned) 

— including Cash, Currency Notes, Bank Notes and Stamps not forming part of a Stamp 
Collection to an amount not exceeding £25 or five per cent of the full value of the Contents 
as herein declared, whichever is the less — belonging to the Insured or to Members of his 
family permanently residing with him and Fixtures and Fittings, the Insured’s own (or 
for which he is responsible) not bemg Landlord’s Fixtures or Fittmgs (No part of the 
structure nor ceilings, wall papers or the like are covered under Section II A of 
Schedule II) £ 


Total Sum Insured £ 


The total sum insured is declared by the Insured to represent not less than the full value of the Contents 
insured hereby and the total liability of the Company m respect of loss or damage thereto by all or any 
of the Penis specified in Schedule II hereof during any one penod of insurance shall not exceed the amount 
stated against each item respectively or m the aggregate the above total of 

or such other s um or sums as may be substituted therefor by memorandum hereon or attached hereto signed 
by or on behalf of the Company ^ 

All in the Insured’s Pnvate Dwelling House aforesaid and m Domestic Offices, Stables, Garages and 
Outbuildings bemg on the same premises and used in connection therewith 
This Policy does not cover property more specifically insured or, unless specially mentioned. Deeds, 
Bonds, Bills of Exchange, Promissory Notes, Cheques, Securities for Money, Documents of any kind, Manu- 
scripts, Stamp Collections, Medals and Corns, Motor Vehicles and Accessories whilst thereon, or Live Stock 
other than Horses 

In the event of the happening of any loss or damage occasioned by any of the perils specified m Section II 
A(i) (2) (3), (4), (5) and (8) of Schedule II, no one Curio, Picture or other Work of Art shall be deemed of 
greater value than 5 per cent of the full value of the contents, as above declared, and in the event of the 
happening of any loss or damage occasioned by any of the penis specified m Section II A (6) and (7) of 
Schedule II, no one Article (Furniture, Pianos and Organs excepted) shall be deemed of greater value than 
5 per cent of the full value of the contents, as above declared, unless m each of the said cases the Article is 
specially insured m a separate item „ , _ , , , , , 

The total value of Gold and Silver Articles, Jewellery and Furs shall be deemed not to exceed one-third 
of the full value of the contents as above declared, unless specially agreed herein 


In Witness whereof this Policy has been signed for and on behalf of the Company this 


Examd 
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FIRE POLICY DRAFTING AND ENDORSEMENTS 


SCHEDULE II 

SECTION I — CONTINGENCIES RELATING TO BUILDINGS 
A —LOSS OR DAMAGE CAUSED BY ANY OF THE UNDERMENTIONED PERILS— 

(1) Fire, Explosion, Lightning, Thunderbolt 

(2) Riot, Civil Commotion, Strikes, Labour Disturbances or Malicious Persons Acting on 

Behalf of or in Connection with Any Political Organization, but excluding all such loss or 
damage caused in Ireland and Northern Ireland 

(3) Aircraft or Articles dropped therefrom. 

(4> Storm or Tempest, excluding — 

(1} destruction or damage caused by Flood, Subsidence or Landslip, 

(11) destruction of or damage to Fences and Gates, and 
(m) the first £5 of each and every loss 

(5) Burglary, Housebreaking, or any attempt thereat, except whilst the Private Dwelling House is left 

unfurnished 

(6) Bursting or Overflowing of Water Tanks, Apparatus or Pipes, excluding— 

(a) the first £5 of each and every loss 

(b) destruction or damage occurring whilst the Pnvate Dwelling House is left unfurnished 

(7) Earthquake 

(8) Impact with Any of the Said Buildings by Any Road Vehicle, Horses or Cattle not belonging 

to or under the control of the Insured or any member of his family 

(9) Larceny or Theft of Landlord’s Fixtures'^ Fittings m or on the Buildings except whilst the Pnvate 

Dwelling House is left unfurnished or is lent, let or sub-let m whole or m part. 

SECTION II —CONTINGENCIES RELATING TO CONTENTS 

A. — LOSS OR DAMAGE CAUSED BY ANY OF THE UNDERMENTIONED PERILS— 

(1) Fire, Explosion, Lightning, Thunderbolt, Earthquake. 

(2) Storm, Tempest, Flood 

(3) Riot, Civil Commotion, Strikes, Labour Disturbances or Malicious Persons Acting on 

Behalf of or in Connection with Any Political Organization, but excluding all such loss 
or damage caused m Ireland and Northern Ireland 

(4) Aircraft or Articles dropped therefrom 

(5) Bursting or Overflowing of Water Tanks, Apparatus or Pipes (excluding damage caused 

thereto) 

(6) Burglary, Housebreaking, or any attempt thereat 

(7) Larceny or Theft — excluding (a) larceny or theft of Cash, Currency Notes, Bank Notes and Stamps, 

(6) larceny or theft from the Insured’s Pnvate Dwelling House aforesaid and Domestic Offices, Stables, 
Garages, and Outbuildings whilst the said Dwelling House is lent, let or sub-let m whole or in part 

(8) Impact with Any of the Said Buildings by Any Road Vehicle, Horses or Cattle not belonging 

to or under the control of the Insured or any member of his family 

Extensions 

If and so far as the said Contents are not otherwise insured this Policy extends, except as regards 
property removed for sale or exhibition or to Furniture Depositories and subject m every case to the 
exclusions and limitations hereinbefore specified, to cover the same whilst temporarily removed but 
remaining in Great Britain, Ireland or Northern Ireland against — 

(1) All the said Perils excluding — 

(a) Storm, Tempest or Flood as regards property in transit or on the person, and 
(&) Larceny or Theft except as aftermeationed 

(2) Larceny or Theft (m respect of property other than Cash, Currency Notes, Bank Notes and 

Stamps) 

la) at any Bank, Safe Deposit or occupied Pnvate Dwelling, 

(b) in. any building where the Insured or any member of his family is residing, 

(c) in course of removal to or from any Bank or Safe Deposit whilst m charge of the Insured, 

a member of his family, or authonzed servant 

The amount recoverable under these Extensions m the event of loss or damage by Fire Explosion 
Lightning, Thunderbolt or Earthquake shall in no case exceed 15 per cent of the full value of the Contents 
as declared in Schedule I 

B. — SERVANTS’ GOODS 

Loss or damage caused by the said Penis to Clothing and Personal Goods (other than Cash Currency 
Notes, Bank Notes and Stamps) of the Insured’s Domestic Servants if and so far as such property is not other- 
wise insured whilst m the Insured’s Pnvate Dwelling House aforesaid or any Pnvate Dwelling, Boarding 
House, Lodging House, Hotel or Inn on Great Bntain, Ireland pr Northern Ireland, in which such Servants 
are residing with the Insured or any member of his family as aforesaid 

C. — DAMAGE TO MIRRORS 

Damage to Mirrors by breakage thereof whilst m the Insured’s Pnvate Dwelling House aforesaid 


T _ _ SECTION III -OTHER CONTINGENCIES 

A.— LOSS OF RENT 

Loss of rent m respect of the Insured’s Private Dwelling House aforesaid and reasonable additional 
expense necessardymcurr^ by him at an Hotel, Lodging House or Boarding House m consequence of 
P ? Vate -u ^ ? use , beulg 50 dama S ed b y aay of the Penis specified in Section II A as to 

be rendered u ninh abitable but only in respect of the penod necessary for re-iastatemeat and not exceeding— 

(ij in respect of rent 10 per cent of the full value of the buildings as declared m Schedule I and 
(2) m respect of said expense 10 per cent of the full value of the Contents as declared m Schedule I. 
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SCHEDULE II — conitnutd 

B —DAMAGE TO UNDERGROUND WATER PIPE 

Accidental damage to the underground water pipe extending from the Insured's Private Dwelling House 
aforesaid to the public water mam 5 

C— ACCIDENTS TO SERVANTS 

Liability at law for damages and claimants’ costs and expenses m respect of bodily injury or disease 
caused during the continuance of this Policy to any Domestic Servant (including grooms coachmen and 
gardeners and temporary and occasional employees but not chauffeurs) whilst m the employ of the Insured 
in connection with the Insured’s Pnvate Dwelling House aforesaid or any temporary residence m Great 
Britain, Northern Ireland or the Isle of Man The Company will pay in addition all costs and expenses 
incurred with its written consent v 

Extension of Benefits 

In the event of an accident arising out of and in the course of employment to any such Domestic Servant 
(other than a temporary or occasional employee) in respect of which an injury benefit becomes payable 
under the National Insurance (Industrial Injuries) Acts, the Company will pay to the Insured 

(I) the difference between the said injury benefit and full wages during the first 13 weeks of disablement 

in respect of which such injury benefit becomes payable 

(II) the cost of board and lodging during the first 13 weeks of disablement not exceeding 20s per week 

(III) reasonable medical and surgical expenses incurred in connection with such accident but not exceeding 

£5 in respect of any such accident 6 


D.— LIABILITY TO THE PUBLIC 
Claims made on the Insured — 

(a) as owner of the said Buildings in respect of accidents directly caused by any defect m the 

Buildings aforesaid or m the Landlord's Fixtures and Fittings or m the Walls, Gates Fences 
and Trees around and pertaining thereto, 

(b) as a pnvate householder occupying the said Pnvate Dwelling House in respect of accidents 

happening in or about the Buildings aforesaid, 
resulting in— 

(1) Bodily injury to any person not being a member of the Insured’s family or household nor at 

the time of sustaining such injury engaged m the service of the Insured 

(2) Damage to property not belonging to or in. the charge or under the control of the Insured or 

of a member of his family or household or of a person m his service 
Provided always that the amount payable hereunder in respect of any one accident or senes of accidents 
constituting one occurrence shall not in any case exceed the sum of £25,000 m addition to— 

(a) Costs and expenses recoverable from the Insured by any claimant provided such costs and 
expenses were incurred before the date (if any) on which the Company shall have paid or 
offered to pay either the full amount of the claim or the total amount recoverable m respect 
of any one occurrence as hereinbefore provided 

(6) Costs and expenses incurred by the Insured with the consent of the Company, 

Claims are excluded — 

(1) In respect of injury or damage arising out of or incidental to the Insured’s profession or business 
or the use of lifts or vehicles 

(li) In respect of liability ansmg out of any contract of indemnity which imposes upon the Insured 
liability which the Insured would not otherwise have been under 
In the event of the death of the Insured the Company will in respect of the liability incurred by the 
Insured indemnify the Insured’s personal representatives in the terms of and subject to the limitations 
of Section III. C provided that such personal representatives shall as though they were the Insured 
observe fulfil and be subject to the terms, exceptions and conditions of the Policy so far as they can apply 
For the purposes of Section III D the expression “the Insured” shall be deemed to include the husband 
or wife of the Insured 

E —COMPENSATION FOR DEATH OF THE INSURED 

In the event of fatal injury to the Insured occumng in his Pnvate Dwelling House aforesaid occasioned 
by outward and visible violence caused by Burglars or Housebreakers or Fire the Company will pay the sum 
of £1,000 or one half of the full value of the Contents as declared m Schedule I, whichever is the less provided 
death ensues within three calendar months of such injury The liability of the Company under this item 
during any period of insurance is limited to the said sum of £1,000 or one half of such full value whichever 
may be the less 


CONDITIONS 

1 This Policy does not cover any contingency (other than Accidents to Servants under Section III C of 
Schedule II ) — 

(а) Occasioned by or happening through War, Invasion, Act of Foreign Enemy, Hostilities (whether 

War be declared or not), Civil War, Rebellion, Revolution, Insurrection or Military or Usurped 
Power 

(б) In Ireland and Northern Ireland — occasioned by or happening through Riot or Civil Commotion 

2 If at the time of any loss damage or liability ansmg under this Policy there shall be any other insurance 
covenng such loss damage or liability or any part thereof the Company shall not be liable for more than its 
rateable proportion thereof. 

3 (a) The Insured shall on the happening of any loss or damage to the Property insured give immediate 

notice thereof m writing to the Company and shall at his own expense within Thirty Days after 
the happening of such loss or damage deliver to the Company a claim in writing with such detailed 
particulars and proofs as may be reasonably required If the Company elect or become bound to 

11— (B 392) 
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reinstate any building the Insured shall furnish the Company all such plans, specifications and 
quantities as the Company may reasonably require In the case of loss or damage by burglary 
housebreaking larceny theft or any attempt thereat he shall also give immediate notice to the Police 

(b) The Insured or his legal personal representative shall give immediate notice of any injury likely to 

give nse to a Claim under Section III E of Schedule II., and shall on receiving notice of any accident 
or claim arising under Section III C or D of the said Schedule give immediate notice thereof m 
writing to the Company and shall supply full particulars thereof in writing and shall send to the 
Company any writ summons or other legal process issued or commenced against the Insured and 
shall give all necessary information and assistance to enable the Company to settle or resist any 
claim or to institute proceedings 

(c) The Insured shall not incur any expense in making good any damage without the written consent 

of the Company and shall not negotiate pay settle admit or repudiate any claim without the like 
consent. 

4 The Company shall be entitled — 

(a) On the happening of any loss of or damage to the Property insured to enter any building where the 
loss or damage has happened and to take and keep possession of the Property insured and to deal 
with the salvage m a reasonable manner and this Policy shall be proof of leave and licence for such 
purpose No property may be abandoned to the Company 

(6} To undertake in the name and on behalf of the Insured the absolute conduct control and settlement 
of any proceedings and to take proceedings at its own expense and for its own benefit but m the 
name of the Insured to recover compensation or secure indemnity from any third party m respect 
of anything covered by this Policy 

5 If any claim under this Policy shall be in any respect fraudulent or if any fraudulent means or devices are 
used by the Insured or anyone acting on his behalf to obtain any benefit under this Policy all benefit thereunder 
shall he forfeited 

6 All differences arising out of this Policy shall be referred to the decision of an Arbitrator to be appointed 
m wntmg by the parties in difference or if they cannot agree upon a single Arbitrator to the decision of two 
Arbitrators, one to be appointed m wntmg by each of the parties withm one calendar month after having been 
required m wntmg so to do by either of the parties or, in case the Arbitrators do not agree, of an Umpire appointed 
m wnting by the Arbitrators before entenng upon the reference The Umpire shall sit with the Arbitrators and 
preside at their meetings, and the making of an Award shall be a condition precedent to any nght of action 
against the Company After the expiration of one year after any loss or damage the Company shall not be liable 
in respect of any claim therefor unless such claim shall in the meantime have been referred to arbitration 

Memorandum — If at the time of loss or damage to any building hereby insured, the Insured shall have 
contracted to sell his interest m such building and the purchase shall not have been but shall be thereafter completed, 
the purchaser on the completion of the purchase, if and so far as the property is not otherwise insured by or on 
behalf of the purchaser against such loss or damage, shall be entitled to the benefit of this Policy so far as it 
relates to such loss or damage without prejudice to the rights and liabilities of the Insured or the Company 
under this Policy up to the date of completion 
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In Consideration of the Insured paying to the Company the First Premium 

The Company Agrees (subject to the Conditions contained herein or endorsed 
or otherwise expressed hereon which conditions shall so far as the nature of 
them respectively will permit be deemed to be conditions precedent to the right 
of the Insured to recover hereunder) that if after payment of the premium any 
building or other property or any part thereof used by the Insured at the 
Premises for the purpose of the Business be destroyed or damaged by 

(1) Fire (whether resulting from explosion or otherwise) not occasioned 
by or happening through 

{a) Its own spontaneous fermentation or heating or its undergoing any 
process involving the application of heat, 

(fc) Earthquake, Subterranean Fire, Riot, Civil Commotion, War, 
Invasion, Act of Foreign Enemy, Hostilities (whether War be 
declared or not). Civil War, Rebellion, Revolution, Insurrection 
or Military or Usurped Power, 

(2) Lightning, 

(3) Explosion, not occasioned by or happening through any of the perils 
specified in 1 (6) above, 

(1) Of any boiler or economiser on the premises, 

(11) In a building not being part of any gas works, of gas used for 
domestic purposes or used for lighting or heating the building, 

(destruction or damage so caused being hereinafter termed Damage) at any 
time before 4 o’clock m the afternoon of the last day of the period of insurance 
or of any subsequent period m respect of which the Insured shall have paid 
and the Company shall have accepted the premium required for the renewal of 
this Policy and the business carried on by the Insured at the premises be in 
consequence thereof interrupted or interfered with 

Then the Company will pay to the Insured m respect of each item m the 
Schedule hereto the amount of loss resulting from such interruption or inter- 
ference m accordance with the provisions therein contained 

Provided that at the time of the happening of the damage there shall be 
m force an insurance covering the interest of the Insured m the property at the 
premises against such damage and that payment shall have been made or 
liability admitted therefor under such insurance 

And that the liability of the Company shall m no case exceed m respect of 
each item the sum expressed m the said Schedule to be insured thereon or m 
the whole the total sum insured hereby or such other sum or sums as may 
hereafter be substituted therefor by memorandum signed by or on behalf of 
the Company 

In Witness whereof this Policy has been signed this 
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CONDITIONS 

1 This Policy shall be voidable m the event of misrepresentation misdescription or non-disclosure 
in any material particular 

2 This Policy shall be avoided if — 

(а) the b usin ess be wound up or earned on by a liquidator or receiver or permanently discontinued 

or 

(б) the Insured’s interest cease otherwise than by death or 

(e) any alteration be made either in the business or in the premises or property therein whereby 
the risk of damage is increased, 

at any time after the commencement of this insurance, unless its continuance be admitted by memorandum 
signed by or on behalf of the Company. 

3 This Policy does not cover loss resulting from any damage occasioned by or happening through 
explosion (whether the explosion be occasioned by fire or otherwise) except as stated on the face of this 
Policy 

4 On the happening of any damage in consequence of which a claim is or may be made under this 
Policy, the Insured shall forthwith give notice thereof in writing to the Company and shall with due 
diligence do and concur m doing and permit to be done ah things which may be reasonably practicable 
to minimize or check any interruption of or interference with the business or to avoid or diminish the 
loss, and in the event of a claim being made under this Policy shall, not later than thirty days after the 
expiry of the indemnity period or within such further time as the Company may m writing allow, at his 
own expense dehver to the Company in wntmg a statement setting forth particulars of his claim, together 
with details of all other insurances covering the damage or any part of it or consequential loss of any 
kind resulting therefrom The Insured shall at his own expense also produce and furnish to the Company 
such books of account and other business books, vouchers, invoices, balance sheets and other documents, 
proofs, information, explanation and other evidence as may reasonably be required by the Company 
for the purpose of investigating or verifying the claim together with (if demanded) a statutory 
declaration of the truth of the claim and of any matters connected therewith No claim under this policy 
shall be payable unless the terms of this condition have been complied with and in the event of non- 
compliance therewith m any respect, any payment on account of the claim already made shall be repaid 
to the Company forthwith 

5 If the claim be in any respect fraudulent or if any fraudulent means or devices be used by the 
Insured or any one acting on his behalf to obtain any benefit under this Policy or if any damage be 
occasioned by the wilful act or with the connivance of the Insured, all benefit under this Policy shall 
be forfeited 

6 If at the time of any damage resulting m a loss under this Policy there by any other insurance 
effected by or on behalf of the Insured covering such loss or any part of it, the liability of the Company 
hereunder shall be limited to its rateable proportion of such loss 

7 Any claimant under this Policy shall at the request and at the expense of the Company do and 
concur in doing and permit to be done all such acts and things as may be necessary or reasonably 
required by the Company for the purpose of enforcing any rights and remedies, or of obtaining relief 
or indemnity from other parties to which the Company shall be or would become entitled or subrogated 
upon its paying for or making good any loss under this policy, whether such acts and things shall be or 
become necessary or required before or after his indemnification by the Company. 

8 All differences arising out of this policy shall be referred to the decision of an Arbitrator to be 
appointed in writing by the parties in difference or if they cannot agree upon a single Arbitrator to the 
decision of two Arbitrators, one to be appointed m writing by each of the parties within one calendar 
month after having been required in wntmg so to do by either of the parties or, m case the Arbitrators 
do not agree, of an Umpire appointed m wntmg by the Arbitrators before ente ring upon the reference. 
The Umpire shall sit with the Arbitrators and preside at their meetings, and the making of an award 
shall be a condition precedent to any nght of action against the Company 

The Company shall not be liable m respect of any claim under this Policy after the expiration of 

(a) one year from the end of the indemnity penod 

or if later 

(&) Three months from the date on which payment shall have been made or liability admitted 
by the Insurers covering the damage giving rise to the said claim, 

unless such claim shall, in the meantime, have been referred to Arbitration 

9. This Policy and the Schedule annexed (which forms an integral part of this Policy) shall be read 
together as one contract and words and expressions to which specific meanings have been attached m 
any part of this Policy or of the Schedule shall bear such specific meanings wherever they may appear 
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Branch Policy No 

Agency Order No 

THE SCHEDULE 


The Company . . 

Insurance Company Limited 

The Insured 

The Business 

The Premises 

Sum Insured £ 

Period of Insurance 

From the 
to the 

First Premium 


Renewal Premium 

£ 


* 



due 


The insurance is limited to loss of Gross Profit due to (a) Reduction in Turnover 
and (b) Increase in Cost of Working and the amount payable as indemnity there- 
under shall be — 

(а) In Respect of Reduction in Turnover The sum produced by applying the 
Rate of Gross Profit to the amount by which the Turnover during the Indemnity 
Period shall, m consequence of the damage, fall short of the Standard 
Turnover, 

(б) In Respect of Increase in Cost of Working The additional expenditure 
(subject to the provisions of Memo 2 ) necessarily and reasonably incurred 
for the sole purpose of avoiding or diminishing the reduction m Turnover 
which but for that expenditure would have taken place during the Indemnity 
Period m consequence of the damage, but not exceedmg the sum produced 
by applying the Rate of Gross Profit to the amount of the reduction thereby 
avoided, 

less any sum saved during the Indemnity Period m respect of such of the Insured 
Standing Charges as may cease or be reduced m consequence of the damage, 
provided that if the Sum Insured be less than the sum produced by applying the Rate 
of Gross Profit to the Annual Turnover, the amount payable shall be proportionately 
reduced 

DEFINITIONS 

Gross Profit — The sum produced by adding to the Net Profit the amount of the 
Insured Standing Charges, or if there be no Net Profit the amount of the Insured 
Standing Charges less such a proportion of any net trading loss as the amount of the 
Insured Standing Charges bears to all the Standing Charges of the business. 

Net Profit — The net trading profit (exclusive of all capital receipts and accretions 
and all outlay properly chargeable to capital) resultmg from the business of the 
Insured at the premises after due provision has been made for all Standing and other 
charges including depreciation but before the deduction of any taxation chargeable on 
profits 

Insured Standing Charges. — (Here insert the Standing Charges selected by the 
Insured ) 
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SELF-EXAMINATION QUESTIONS 

(a) Fire 
Chapter I 

1 Draw up a proposal form 

2 What background features are necessary for a policy drafter to 
acquire to satisfactorily draft policies ? 

3 What is the position if the written portion of the policy is at variance 
with the printed portion of the policy ? 

4 Summarize the essential features of a contract of fire insurance 

5 Give a brief outlme of the material from which a policy is drafted 
and explain the importance of each source 

Chapter II 

1 What are the mam provisos of the preamble ? 

2 Provide a policy drafting sequence which will aid typing and policy 
preparation 

3 What is the importance of the Alteration Condition ? 

4, Outlme the limitation and extent of explosion cover under the 
standard policy 

5 Summarize the provisions of the Exclusion Condition 

Chapter III 

1 What is the importance of the Claims Condition ? 

2 In what circumstances can subrogation rights arise under the fire 
policy ? 

3 Tabulate the major points of difference between the Standard Fire 
Policy and 

(a) The private dwelling house building policy 

(b) The private dwelhng house contents policy 

4, What is the significance of the words “ elect or become bound to 
reinstate” m the Standard Fire Policy? 

5. What are a company's rights after a fire? 

Chapter IV 

1 How would you specify m the policy the following interests ? — 

(a) Mortgagor and Mortgagee — 

(1) In England 

(2) In Scotland 

(b) J B Smith who is the treasurer of an amateur football club 

2 Why is it necessary to specify the names of all mterested parties m 
a policy ? 

3 Is it necessary to specify the trade or profession of the mterested 
parties m the following instances ? — 

(1) Where a mortgagee mterest is shown in a policy (along with 
that of the mortgagor) 

(2) Owner of a private dwelling house. 
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4. Give the abbreviations for — 

Double iron doors 

Low pressure hot water apparatus 

Appliances 

Timber 

Concrete 

Warehouse 

Identification Clause 

Saleshop. 

Fire resisting construction 
Heated. 


Chapter V 

1 Give the dates for the following quarter-days — 

Candlemas. Martinmas. 

Ladyday. Michaelmas 

Lammas Midsummer. 

2 Draft a policy covering the interest of mortgagor and mortgagee m 
the building of six private dwelling houses, with an equal amount on each 
building. 

3 Summarize the mam points of the Household Goods Extension Clause 

4 The annual premium for an insurance is £1 Calculate the premium 
for — 

(a) The period 1st January to 14th March for a short period 
insurance 

(b) An insurance for a six years’ period the premium for the 
period being paid m advance 

5 Draft a policy for a greengrocer’s saleshop with separate amounts 
on stock, building, household goods, trade fixtures, and fittings 

Chapter VI 

1. Summarize the arguments for and against division of amounts for 
building and contents. 

2. How can plurality of risk arise ? 

3. You are asked to insure m one amount stock on separate floors of a 
fireproof building. What are your views ? 

4. Two buildings communicate by single fireproof door , the respective 
rates for each building on its own being — 

No. 1 on Plan No 2 on Plan 


s. d s. d 

Normal . . .20 Normal . .20 

Height ... 6 Height . 6 

Power woodworking 5 o Drying . .10 


7 6 3 6 


What is the rate for stock in either or both buildings ? 

5. Why are separate sums insured or average necessary if plurality of 
nsk exists 7 
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Chapter VII 

i Give the wording for the pro rata condition of average. 

2. Suggest an average rate for a stock insurance floating over the 
buildings, 1/5 on plan, when the following figures are known — 


Building 

No on Plan 

Sum Insured on Stock 
Estimated Maximum Value 
at Risk 

Value at 
Stocktaking 

Rate 
per cent 


£ 

£ 

s d 

1 

2,000 

1,50° 

2 - 

2 

250 

250 

1 6 

3 

5,000 

4,275 

3 6 

4 

2,000 

1,700 

2 - 

5 

6,000 

5,500 

3 6 


3. A china and earthenware manufacturer is responsible for goods after 
leaving his factory until delivered to his customers' premises Draw up a 
form of wordmg to meet the manufacturer's requirements 

4 Give the circumstances under which average applies 

5 Outline the warranties normally applied when an insurance is sub- 
ject to the two Conditions of Average to ensure that specific insurances 
are in force — 

(а) Where specific and floating items are in one policy. 

(б) Where specific and floating items are by separate policies 

/ 

Chapter VIII 

1 Give a definition of a Warranty 

2. What are your views regarding the application of warranties where 
the pohcy msures — 

(a) The owner's interest for a building occupied by several 
tenants. 

(b) The tenant's interest in his property when he is one of a 
number of tenants m the same building. 

3 What are the advantages to a company of warranties 7 

4 What is the 

(a) Drapers' Lights Warranty 7 

(b) Grocers' Oil Clause 7 

5 What are descriptive warranties 7 

Chapter IX 

1 Draft warranties for the following premises — 

(a) Cinemas (6) Photographers, (c) Public halls 

2 What warranties should be inserted for — 

(a) Grocer’s saleshop 

(b) Electricity station. 

(c) Thatched property. 

3 What is the companies' practice m regard to consequential loss to 
goods m a cold store, following destruction of refrigerating plant 7 
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4 You are asked to issue a policy for a short period supplementary to 
an annual insurance. What lines would you proceed to follow m order 
to save labour m connection with your policy draft ? 

5. When should the following clause be inserted m policies — 

(1) Billiards Table Clause 

(2) Electncal Clause 


Chapter X 

1 State the appropriateness or otherwise of reference m the policy to 
height 

2 Give a suitable wording for a waste warranty for — 

(a) A printer's premises 

(b) A joiner's risk 

3 What descriptive features are always referred to m policies ? 

4 Discuss the inclusion or otherwise of reference m the policy to 
heating 

5 How do plans assist the policy drafter? 

Chapter XI 

1. What is the value of Specifications? 

2. Give an appropriate wording for insertion (a) in the policy form, 
(b) at the head of a specification, for an insurance shared by more than 
one company which is arranged on a specification basis, the interested 
companies each taking a percentage of the insurance 

3 Give a sequence for specification arrangement 

4. Discuss the procedure and advantage of issuing an insurance shared 
by several offices on a collective basis 

5. Discuss the respective merits of (a) the single-column specification 
and ( b ) the multi-column specification 

Chapter XII 

1. "What are the broad features of nsk assessment which influence the 
application of a premium charge ? 

2. How should discounts appear m policies ? Give an example. 

3. State the policy wording for sprinkler warranties 

4. How would you refer m a policy draft to a risk being of fireproof 
construction, say Standard II construction ? 

5. Summarize the discounts permissible for ordinary fire appliances 

Chapter XIII 

1 What are the mam features of the (a) Architects' Fees and (b) Con- 
sulting Engineers' Clauses ? How is the policy sum insured on buildings 
and machinery affected by the inclusion of these clauses m the policy ? 

2 What are the main points of the Reinstatement warranties ? 

3 Consider the effect of the Local Authorities Clause m the event of 
a partial loss and a total loss 

4, Make some suggestions for an improvement in the arrangement of 
a firm, say a motor garage proprietor's, insurances 

5. Summarize the mam pomts of the other Contents Clause 



SELF-EXAMINATION QUESTIONS 163 

Chapter XIV 

1 Discuss the advantages and disadvantages of Declaration policies 

2 From the following declarations calculate the premium — 

Total Sum Insured, ^5,000 Rate 2s per cent Provisional premium, 

£3 15s 


Month 

Amount 

Month 

| 

Amount 

Month 

Amount 

January 
February . 
March 

April 

£ 

4,000 

3.500 

1.500 
2,500 

May 

June 

July 

August 

£ 

5,100 

4,000 

5,050 

1,500 

September 
October . 

November 

December 

£ 

( No declaration 
| provided by 
[ Insured. 

2,500 

4,000 


3 A loss occurs m mid-term of a stock insurance arranged on a declara- 
tion basis What procedure is followed m regard to loss remstatement ? 

4. What is the advantage of an adjustable policy ? 

5 Discuss the arrangement of maximum value insurances 

Chapter XV 

1 When is it inappropriate to issue an endorsement ? 

2 Provide a wording for a Change of Interest endorsement 

3 Draft an endorsement allowing accumulator charging to be earned 
on m a risk, specifying the requirements desired 

4 Give a draft wording for transfer of insurance from portion of nsk 
to another 

5 An insured wishes his policy (composing several items) to be mcreased 
by 25 per cent over all Provide a suitable endorsement. 

Chapter XVI 

1. Provide an endorsement wording for pohey cancellation so as to 
facilitate the necessary entries m the company's books. 

2 An insured wishes to reinstate the amount of his policy after pay- 
ment of loss Provide a suitable wording 

3 Draft a wording for Long Term Renewal endorsement. 

4 Temporary alterations are being earned on m factory premises 
Provide a suitable endorsement wordmg 

5. Give an endorsement wording showing premium adjustment under a 
declaration policy 

Chapter XVII 

1. Give the wording for a clause which ensures the penis policy only 
continues so long as the fire insurance is maintained in force 

2. What are the mam features of Riot Extension wordmg ? 

3 What are the normal exclusions of the Explosion Extension ? 

4 Explain what is an “ excess," and the reason for insertion m storm 
and tempest policies 

5 Summanze the cover against special penis normally offered by 
companies. 
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Chapter XVIII 

x. Summarize the cover granted under a full comprehensive policy for 
(a) Buildings; (b) Contents. 

2. State some of the circumstances under which an additional premium 
may be chargeable for a comprehensive policy. 

3. Draft an endorsement applying to a comprehensive policy for premises 
which are unoccupied for 180 days m any one year 

4 Draw up the wording of a Farming Policy showing (1) any extensions 
and limitations m cover normally made for such a policy, (2) the divisions 
m contents sums insured normally made for such an insurance 

5. What exclusions should be inserted m a sprinkler leakage insurance? 

Chapter XIX 

1 What are the arguments for and against valued policies ? 

2 State your views on blanket policies 

3 What are your views m regard to the issue of a Percentage of Fire 
Loss pohcy for a factory premises ? Give arguments m support of your 
views 

4 What is a First Loss policy ? 

5 How would you deal with a request to insure a silent building where 
the sum insured represents forced sale price only ? 

(b) Consequential Loss 
Chapter XX 

1 Discuss the advantages of the material damage warranty 

2 Provide a wording for an item on auditors’ fees 

3 What is a standing charge within the meaning of the pohcy ? 

4 What makes up gross profit within the meaning of the policy ? 

5 Give m outline the wording for the following extensions m cover — 

(a) Extension to other property 

(b) Electricity extension 
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Abbreviations, 16, Appendix I 
Abridged policies, 67 
Account books See Books of Account, 
Accumulator charging, 46 
Additional insurances clause, 46 
Address, change of, 104 
Adjoining buildings, 28 
Adjustable policies, 99, no 
Agency, policy reference, 17 
Agn cultural produce, 21, 122 
Aircraft, 66, 115 
Alterations condition, 9, 38 

, endorsement wordings, 104 

Ambiguity in wordings, 5 
Appliances See Five Extinguishing 
Appliances 
Arbitration, 12 
Architects' fees, 66, 87 
Artificial heatmg, 50 

lighting, 49, 7 8 , S3 

Assembly halls, 44 
Assistants’ clause, 39, 45 
Automatic fire alarms, 82 

sprinklers, So, 83 

Average, 12, 31-36, 47, 65, 82 
pro rata, 31 

Special condition, 21, 35 
50 per cent condition, 36 
80 per cent condition, 36 
Two conditions, 33 

Bailors, bailees, 14 
Billiard tables, 41 
Blanket policies, 128 
Bleach works, 36 
Boilers, 26, 118 
Books of account, 46, 88 
Boot and shoe saleshops, 57 
Buildings m course of erection or 
alteration, 21, 41 

Buildings and contents, division of 
amounts, 24 
Burst pipes, 119 

Business books. See Books of Account 

Cancellation, 109 
Change of interest, 9, 102 
Cinematograph theatre, 41 
Claims, 1 1 

, statutory declaration, 11 

Clauses, 37-48 
Clubs, 16 
Coal, 117 
Cold stores, 42 
Column headings, 64 


Collective policies, 67, 112 
Common hazards, 2 
Companies’ rights after a fire, 11 
Comprehensive policies, 120, Appendix 

Concurrent wording, 25 
Consequential loss — 

Auditors’ fees, 134 
Average, 132 
Boiler explosion, 133 
Business just commencing, 134 
Departmental clause, 135 
Drafting sequence, 139 
Electricity, etc , extensions, 135 
Extensions in cover, 136 
Extraordinary circumstances clause, 
132 

Fines, 136 

Gross profit, 133 

Increase 111 cost of working, 133 

Material damage warranty, 131 

Output, 132 

Period of indemmty, 133 
Policy See Appendix V 
Prevention of access, 137 
Productive wages, 132 
Rating, 133 

Rebate of premium, 137 
Rents receivable, 138 
Special perils, 136 
Standing charges, 132, 134 
Turnover, 132 
Wages, 138 

Construction, 17, 39, 49, 83 
Consulting engineers, 66, 87 
Contents subdivision, 26 
Contingency clause, 101 
Contract, essentials of, 5 

, pnce clause, 46 

Contribution, 12, 25, 31, 34 
Coopers, 42 
Correspondence, 4 
Country mansions, 18 

Dairyman, 19 
Days of grace, 22 
Debris removal, 89 

Declaration policies, 26, 66, 95-99, m 
Depositories See Furniture Deposit - 
ones 

Designs, 48, 88 
Discounts, 78-85 

Automatic sprinklers, 78, 80 
Automatic fire alarms, 82 
Early closing, 84 
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Discounts (contd ) — 

Electricity, 83 

Fire extinguishing appliances, 79 
Fire resisting construction, 83 
Long term, 84, 1 xo 

Divisions of amount See Plurality of 
j Risk t 

Documents, 88 
Domestic Boilers, 8 

Double fireproof doors See Fireproof 
Doors 

Draper, 38, 42, 45 
Drawings, 48 

Dwelling houses See Private Dwellings 
Dynamo clause See Electrical Clause 

Early closing discount See Discounts 
Earthenware manufacturers, 71-76 
Earthquake, 116 

Ecclesiastical Delapidations Act (1871), 

14 

Electrical clause, 47, 66 
Electro motors, 47 
Employees effects, 88 
Endorsements, 1 02-1 12 
Adjustable policies, no 
Alteration m fire risks, 104 
Appliances, 112 
Cancellation, 109 
Change of address, 104 
Change of interest, 103 
Collective policies, 112 
Declaration policies, 1 1 1 
Interest, 103 
Long term, 110 

Manufacturing premises becoming 
silent, 105 
Nightwork, 110 

Re-drafting policy and/or schedule 
wording, 103 

Reinstatement of loss, 109 
Removal, 104 
Renewal date, 109 

Resumption of work m silent 
premises, 105 
Signature, 103 
Sum insured variations, 106 
Transit, 110 
Warranties, 106 
Engineers, 68-71 
Equal proportions, 17, 58 
Ej cess of Loss, 12, 128 
Exclusions, standard policy, 9 
Executors, 15 
Expiry, 7 

Explosion, 9, 66, 117 
Exposure See External Hazard 
Extension clause, 13, 42 
External hazard, 51 

Farm buildings, 122 


Farm, stock, 21, 122 
Fire alarms See Automatic Fire 
A larms 

— — , extinguishing appliances, 66, 79 

, offices’ committee, 2, 77 

Fireproof doors, 27 

, warranty, 47 

floors, 28 

Fire resisting construction, 28, 86 
Fires Prevention (Metropolis) Act* 
1774 , 93 

First loss policies, 127 
Floating, stocks, 32 
Flood, 1 18 

Formula for drafting, 17, 65 
Fraud, xx 

Furniture dealers, 37, 43 
depositories, 43 

Garage See Motor Garage 
Goods in trust, 14 
Grocer, 38, 45 
Growing crops, 122 

Hands See Assistants 
Hardware Dealers, 45 
Haulage contractors, xox 
Haystacks, 122 

Heating See Artificial Heating 
Height, 39, 49 
Horses, 20 

Hot water apparatus, 50 
Household goods, 18, 120, 126 

Indentification clause, 47 
Impact, 1 19 
Innkeepers, 125 
Insurable interest, 14 
Insured, 14 

Interest, endorsements, 103 

, expression m policy, 15 

Inventory, 126 
Ironmonger, 45, 53 

Jewellers, 44, 115 
J omt interest, 16 

Lampblack, 47 
Landlords’ fixtures, 26 
Leading office, 62 

, name on schedule, 62 

Lessors and lessees, 14 
Lighting See Artificial Lighting . 
Lightning, 8 

, loss clause, 123 

Limited liability company, 16 
Limits, horses, 20 
Patterns, 88 
Plans, 48, 88 
Stamps, 88 
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Live stock, 122 

Local authorities clause See Re- 
instatement, Local Authorities 
Long term agreements, 66, 84, no 

policies, 22 

Loss of profits. See Consequential Loss 
Low pressure hot water apparatus See 
Hot Water Apparatus 

Malicious damage, 115 
Manuscripts, 88 
Marine clause, 10 
Maximum value policies, 99 
Memorandum, 13 
Mercantile insurances, 35, 127 
Metal workers, 68 
Minimum rate, 22, 77, 78 
Misdescription, 9 
Models, 88 
Money 88 

Mortgagee, mortgagor, 14 
Motor garage, 47, 57-59 
garages (public liability) insur- 
ance, 124 
Moulds, 88 

Municipal authorities, 16, 84 

National health stamps, 88 
Nightwork, no 
Non-quarter policies, 21 

Occupation, 39, 49 
Odd time, 23 
Offices, 49 
Oil clauses, 45 
Omission to insure, 129 
Open yards, 33 
Openings, 27 
Other contents clause, 88 
Oymer, 14, 38 

Painter's saleshop, 44 
Party walls, 27 
Patterns, 88 
Pawnbrokers, 44 
Percentage of fire loss, 127 
Perfect party walls, 27 
Perils covered, 8 

excluded, 8 

Photographers, 44 
Pipe stove, 50 
Picture limit, 19 
Plans, 48, 52, 89 
Plans and reports, 4, 51, 88 
Plan symbols, Appendix II 
Plurality of risk, 26-30 
Policy, definition, 1 
Essentials of, 5 
Expiry, 7 
Sequence, 17 


Potteries, 71-76 
Power, 39, 50 
Premium calculation, 22 
Long term policies, 22 
Payment, 7 
Short term policies, 2 1 
Prevention of Corruption Act (1906), 
17 

Pnnted warranties, 39 
Printers, 50 

Private dwellings, 13, 17, 42, 49 
Processes, policy reference, 50 
Proposal form, 2 
Public halls, 44 

Rating, 77 

Railways, distance from, 123 

Fires Act (1923), 12 

Reinstatement, 7, 11, 66, 90 

of sum insured after loss, 109 

, local authorities, 92 

Removal endorsement, 104 
— temporary, 94 
Renewal, 7 

, amendment of date of, 109 

Rent, 49, 107, 138 
Requisitioned property, 108 
Respective rights and interest, 16 
Retentions, 25 

Riot and civil commotion, 114 
Riot Damages Act, 1886, 115 

, Eire and Northern Ireland, 13, 

1 15 

Saleshops, 45, 49 
Sawmills, 52 

Scale of Allowances See Discounts 
Schedules, arrangement of 63, 65 
Multi-column, 63, 71 
Sequence, 65 
Single-column, 62, 68 
Schedule clauses, 60 
Scotch quarterdays, 21 
Self-ignition, 47 
Shavings, 50 
Short term policies, 21 
Silent premises, 41, 45, 105, 129 
Single fireproof doors, 30 
Situation, 49 

Solicitors’ contingency cover, 1 29 
Special average See Average 

penis, 113-119 

Specification See Schedules 
Spontaneous combustion, 116 
Sprinkler leakage policy, 123 
Sprinklers See Automatic Sprinklers 
Stamp duty, 27 
Stamps, 88 

Standard Eire Policy, Appendix III 
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Stocks, 26, 32, 95 

Adjustable policies, 99 
Declaration policies, 95 
Floating, 32, 35 
In open, 33 
Storage, 50 

Storm and Tempest, 118 
Stoves, 50 

Sum insured, 24-30, 106 
Structural alterations, 41 
Subrogation, 12 

Surveyors' reports See Plans and 
Reports 

Tariffs, 4, 26, 78 
Tenants, 38, 51 
Term of Insurance, 20 
Thatched property, 46 
Timber, 51 
Tobacco, 93 


Tracings, 48 
Transit, 33, no 
Trustees, 14 

Under-insurance, 33 
Unemployment stamps, 83 

Valued policies, 126 
Valuables, 121 

Variations of sum insured, 106 
Vegetable black, 47 
Vendor and/or purchaser clause, 13 
Visitors’ effects, 121 

War, 8 

Warranties, 12, 37-48, 66, 105 
Waste warranties, 50 
Wireless shops, 46 
Woodworking, 51 




